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THE LAW OF THE THREE RENTS. 


THE law of rent is perhaps only a law in the sense that 
it provides an exceedingly convenient rule of measurement 
for fluctuations in the value of land. It is strange that 
writers like General Walker and Mr. Gunton, who have — 
rigidly applied this law to profits, should have failed to 
see that it is equally applicable to the other participants 
of the net product. In the case of General Walker, the 
failure is perhaps explained partly by the anomalous posi- 
tion which he assumes for labor as a residual claimant who 
comes in for all that is left of the product after the rela- 
tively fixed charges for rent, profit, and interest have been 
defrayed, and partly by his apparent belief that the va- 
lidity of the law of rent requires that the margin of culti- 
vation should be represented by a “zero” rent. Having 
found as regards the earnings of employers “a theoretical 
no-profits stage of production,” he felt himself able to 
apply the law of rent. He did not find a no-interest and 
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a no-wage stage of production, and therefore concluded 
that the “law of rent” would not apply. If we look more 
closely at the subject, we shall see that the “law of rent” 
will, in its essential features, apply to interest and wages 
as clearly as it applies to profits. Such an application 
will, among other results, upset entirely the position of 
wages as a residual claimant. 

It is sometimes easier to attack a large subject from 
what may seem at first sight a side issue than to tilt 
straight at the giant. As a deduction from the law of 
rent, it has commonly been held that rent is not a deter- 

nen of agricultural prices. The statement is strictly 
true; but let us look at the proofs generally offered. 
They are two. 

First. If a landlord were foolish enough to remit the 
whole of a rent he might have taken, the price of agricult- 
ural produce to the consumer would not fall: the tenant 
farmer would take in higher profits the whole sum saved ; 
or, if he were guilty of the same weakness as his land- 
lord, and lowered his prices as he might, the miller and 
the butcher would take the extra profit which the farmer 
declined. Rent cannot be a determinant of price; for 
annihilate the rent, and the price remains the same. This 
contention, if we do not follow it in its further effects out- 
side of agriculture, is unassailable. But what applies to 

rent applies equally to the profit of the farmer or any of 
the middlemen between producer and consumer. If the 
\ farmer, seized with some mania of equality, decided that 
he ought to take no more of his farm produce than one of 
his laborers got in wages, and lowered his prices, we have 
just seen that the gain would be taken by the next middle- 
man, and the price to consumers would stand firm. Since 
profit at any stage between producer and retail salesman 
could be remitted without affecting price, we must con- 
clude that profit, like rent, is not a determinant of price. 
The same obviously will hold of the wages of the farm 


| 

| | 


THE LAW OF THE THREE RENTS 265 


laborer. If he could be got to work for nothing in a par- 
ticular case, it would not affect the price of agricultural 
produce. By the rigid application of the inductive Law 
of Difference, we are led to the conclusion that neither 
rent nor profit nor wages are determinants of price. This 
dilemma we will for a moment leave, and turn to the 
second proof, which, to do it justice, generally figures as. 
the first. 

Rent cannot be a determinant of or even an element in 
agricultural prices, because produce raised at the margin 
of cultivation, where no rent is paid, fetches the same 
price as other produce raised on rented land. This is. 
quite correct. But can we apply the same reasoning to 
capital and labor? If for the term “margin of cultiva- 
tion” we substitute the more convenient term “margin of \ _ 
employment,” we shall see that the very same argument |~ 
will apply to capital and labor that applies to land. 
There is a single point of difference, an important one, , 
but not touching the application of the theory of the 
“law of rent.” . The margin of cultivation or employment 
in the case of land marks a “ zero” return or payment_to 
the land-owner: the margin of employment in the case 
of capital and labor stands at a fixed point above zero. 
What no-rent is to the land-owner and (according to Gen-_ 
eral Walker) to the employer, the minimum interest and ~~ 
the minimum wages are to capital and labor. Ah! but’ 
that just makes all the difference, it may occur to some. I 
think not. I think it can be clearly shown that the mini- 
mum point in interest and in wages plays precisely the 
same economic part as the no-rent point does in land and | 
the no-profit point in work of superintendence. The 
reason for the difference in margin of employment is. 
obvious when we co-ordinate the three. 

Land at the margin of employment pays no rent, st 
cause the owner will allow his land to be used for a 
nominal payment rather than let it lie idle. The employ- 
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ment of land involves no effort on the part of the owner. 
If the Earth were, as was held in some mythologies, a god- 
dess, and could extract payment for her services, the worst 
land under cultivation would not produce its fruit with- 
out the payment of more than a nominal rent to Mother 
Earth. If the owner of land had to feed or otherwise 
tend it, to keep it alive and in working order, the land on 
the margin of cultivation would always yield an actual 
rent. Wherever the owner does by such service sustain 
the fertility of his soil, he takes care to get a “rent.” A 
no-rent margin of cultivation is only possible tend no 
exertion of the owner is required. 

Capital at the margin of employment pays a minimum 
/ interest (say 8 per cent.), because otherwise the owner 
| will not keep it in economic existence and allow its use. 
The continued existence of the least advantageously em- 
ployed capital requires some exertion or sacrifice on the 
part of its owner. Hence the payment for use of such 
capital must be always above zero under poo industrial 
conditions. 

Labor at'the margin of employment is wind a minimum 
subsistence wage, because otherwise the owner will prefer 
to beg, borrow, steal, or starve. The payment for use of 
labor must, therefore, always stand above zero. 

In short, land continuously exists as a requisite of pro- 
duction ; and, in order to place capital and labor on terms 
by which their action can be co-ordinated with that of 
land, we must first provide for their continuous existence. 
That which has to be paid for keeping in economic exist- 
ence that capital and labor which lie at the margin of 
employment should be separated from any further gain 
which will accrue to their respective owners. Suppose 
that for convenience we assume that interest at the 
margin of employment of capital is 3 per cent., and wages 
at the margin of employment of labor is 15s, We will 
reserve the names “interest” and “wages” for these mini- 
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mum payments, using the terms “rent of capitgl,” “rent uf 
of ability,” for any extra payments which are received by 
capital and labor. Our three requisites now fall into line 
as follows : — 


Land at the margin of employment pays zero rent. 
Capital at the margin of employment pays 3 per cent. interest. 
Labor at the margin of employment pays 15s. wages. 


Land below the margin of employment is waste or 
prairie, which can only come into employment by a raising 
of the zero rent at the margin into a positive quantity, 
thus lowering the margin of employment. Capital nelow y. 
the margin of employment includes both unemployed ( 
capital and potential capital; i.e. capital which would be | 
created if the inducement to save were a little greater. 
This potential capital, or capital below the margin of em- 
ployment, must be regarded a as only bounded by the total 
produce in excess: of what is necessary to support. life. 
Any raising of the rate (3 per cent.) at the margin of ° 
employment will call some of this reserve into actual use, 
lowering the margin of employment. So far as a limited 
field of industry is concerned, all foreign capital will be 
included as capital below the margin, which a sufficient 
inducement would bring into employment. Labor below 
the margin of employment includes all unemployed labor 
and all foreign labor which a sufficient remuneration will 
render available. 

Different pieces of land may be graded in quality and 
rental by the amount of their respective superiority in, 
fertility or convenience over the land at the margin of 
employment, the rental of each grade rising and ee | 
with each rise and fall in the margin of employment. 
different pieces of capital may be graded in quality and) 
rental by the superiority which (a) size and consequent \ 
economy of management, (4) monopolic character of em- | 
ployment, or other advantages natural or conventional 
give them over the capital at the margin of employment ; 
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i.e., the capital which is normally employed at the least 
advantage. The rental of each superior piece of capital 
will rise and fall with each rise and fall in the margin of 
employment; for it must be considered that there exists 
enormous quantity of potential capital, which cannot, 
ith the present position of the 3 per cent. margin of 
employment, find a profitable use so as to yield 3 per cent., 
and which, therefore, does not actually figure in the mar- 
ket. It is useful to regard this unemployed capital as 
inferior in quality and unable to find employment because 
of its inferiority. So labor may be graded in quality and 


mtal by the superiority which (a) inherent properties, 


strength, skill, and other abilities, or (4) opportunities 
partaking of a monopolic character, give it over the labor 
at the margin of employment; é.e., the 15s. labor normally 


rental of each superior piece of labor will rise and fall 


| employed at the least advantage to the laborer. The 


according as a rise or fall in the margin of employment 


lets in or drives out inferior or unemployed labor. 

Any increase in demand for the use of land, raising the 
value of all land in present supply, gives a positive rent 
to the no-rent land, and thus lowers the margin of employ- 
ment, calling into economic use land which formerly lay 
below the margin. Any increase in demand for the use ~ 
of capital raises the rent of all capital; and, in the case of 
capital at the margin of employment which formerly paid 
only 8 per cent., rent emerges, the margin is lowered, and 

* potential or foreign capital comes into employment. Any 
increase in demand for the use of labor_raises the rent of 
ability, and in the case of labor at the margin, which 
formerly earned 15s., a rent emerges; #.c., the 15s, becomes 
(say) 18s. The margin oS Sa is thus lowered, 
and@-unemployed or foreign labor is attracted into employ- 
ment. 

Thus, applying the formula of the law of rent to all three 
requisites of production, we get the following result : — 
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land 
The rent of a piece of {eit} is the excess of it 


or 


produce over that of the jeanitt | which is employed 


abor 


the least advantage and which pays no rent. 


Or, taking General Walker’s definition of rent,— “ It rep- 
resents the surplus of the produce over the cost of culti- 
vation on the poorest lands actually contributing to the 
supply of the market at the time,” *—and substituting 
the term “employment” for “cultivation,” we can apply 
it to the rent of capital and labor with the same force with 
which it is applied to land. 

That this is no wire-drawn analogy, obtained by con- 
venient alteration in the use of economic terms, will be 
shown conclusively if we apply the test of other economic 
laws closely related to the law of rent. 

What gives real value to the law of rent as a rule of \ 
economic measurement in the case of land is the law of ) 
diminishing returns. It is because, after a certain point is 
reached, each £100 of capital or labor applied to a given 
piece of land produces a proportionately smaller increase, 
that it pays to lower the margin of cultivation and employ 
inferior land rather than attempt to get intenser work out 
of land already in use. It is sometimes concluded that, 
because the operation of this law is closely related to a 
rise in the cost of production of an increased supply of 
agricultural produce, the general fall in the cost of produc- 
tion of an increased supply of manufactured goods proves 
that the law is not operative there. As land is the most 
prominent requisite of production in agriculture, and labor 
and capital in manufacture, a loose idea has got abroad 
that the law of diminishing returns applies to land, ana/ 
not to capital or labor. In point of fact, the law applies 
with equal force to capital and labor as to land. As each 
extra dose of capital or labor applied to a given piece of 
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land fails after a certain point to produce a corresponding 
increase of yield, so does each extra dose of labor applied to 
_ @ given piece of capital bring a diminishing return. Take 
the plant and stock which represent the capital of a shop: 
the net profits from employing two assistants may be 
greater than from employing only one; but the addition 
of a third may add nothing to the net return, while a 
fourth would not be worth his wages. Here the law of 
diminishing returns comes into operation when more than 
two laborers are applied to a given piece of capital. The 
fact that the shop-owner may perhaps find it pay’ to en- 
large his shop and his stock and then to take in more as- 
sistants confirms the application of the law of diminishing 
returns; for it is the action of this law which lowers the 
margin of employment of capital, and calls into economic 
existence and use forms of capital which formerly did not 
exist because they did not pay. The same applies to the 
plant, stock, and cash which form the capital of a factory. 
It will not pay the owner of this piece of capital to apply 
to it more than a certain number of hands. It may pay 
him to increase his business indefinitely ; but, to do so, he 
must increase his capital, for there will always be a limit 
to the number of hands he can with advantage apply to 
each £1,000 worth of capital, and, if he were to pass that 
limit, each additional hand would entail on him a growing 
amount of loss. And so it is also with labor. It will 
‘pay to lower the margin of employment and take an in- 
ferior quality of labor rather than attempt to work be- 
yond a given point the better labor. The work of a man 
in connection with a machine may be looked upon either 
as an application of labor to capital or as an application 
of capital to labor. Just as from the former point of view 
we find there is a limit to the quantity of labor which 
may be advantageously applied to a piece of machinery, 
each excessive application involving an increasing loss, so 
from the latter point of view there is a limit to the quan- 
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tity of capital usefully applied to a given piece of labor. 
In a stress of work it may pay a mill-owner to get his 
hands to work overtime. But there is obviously a limit) 
here. If ten hours is the normal working day, it might’ 
pay to work the same hands for two hours’ overtime. It/ 
might be an open question whether it were better to hire 
outside and presumably inferior labor if four extra hours 
were necessary. If it was required to extend the working 
day by six hours, the margin of employment must cer- 
tainly be lowered in preference to so great an intensifica- 
tion of the strain upon the labor-power of present em- 
ployees. A skilled hand may be able to tend one thou- 5 
sand cotton spindles, but it does not follow that it will 
pay the employer to tax the skill of such experts by 
putting them to eleven or twelve hundred spindles. If 
he should attempt thus to increase the quantity of cap- 
ital applied to a given piece of labor, he will certainly 
find that each fresh application produces a diminishing re- - . 
turn. Each laborer, both in length of hours and in inten- 
sity, has his limit; and, when this is reached, it will pay to 
lower the margin of employment so as to include inferior 
unempluyed labor. The law of diminishing returns thus 
applies with equal precision to capital and labor as to 
land. 
We may sum up our argument thus far as follows: An ) 
intenser use of any given piece of land, capital, or labor, 
beyond a certain point, causes a diminishing return. The 
margin 6 ment is thus lowered in each case. And ) 
an inferior (or more costly) quality of land, capital, or 
labor, is called into use, the rent of each rent-paying por, 
tion rising with each fall in the margin of employment. | 
This co-ordination of the three requisites of production 
in relation to the law of rent throws useful light upon 
(1.) the constituents of price, (II.) the apportionment of 
the product between the owners of the requisites of pro- 
duction. The extent of these subjects prevents anything 
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like a full discussion, and I shall therefore confine myself 
to the general effect of an admission of the co-ordination 
of the requisites of production sketched above. 


I. It has been recognized that rent of land is not an 
element in the price of agricultural produce. So General 
Walker has proved that “profits do not form a part of the 
price of manufactured products”; for, as he says, “the 
profits are drawn from a body of wealth which is created 
by the exceptional abilities (or opportunities) of those em- 
ployers who receive profits, measured from the level of 
those employers who receive no _profits,— just as all rents 
are drawn from a body of wealth which is created by the 
exceptional fertility (or facilities in the transportation of 
produce) of the rent lands measured from the level of the 
no-rent lands.”* If we now extend this argument, as we 
are justified in doing, from the labor of employers to all 
labor and from land to capital, it would seem to lead to 
the conclusion that the rent of capital —i.e., all interest 
eg 8 per cent.—and the rent of labor—i.e., all 


wages beyond 15s.— were not represented in the prices 
of commodities. 

But the facts of commerce give the direct lie to any 
such conclusion. It is obvious that a higher interest than 
8 per cent. figures in the prices of banking accommoda- 
tion or railway travelling, and that higher wages than 15s. 

| are represented in the price of all commodities containing 
skilled and highly paid labor. Does this indicate a break- 
down in the extended application of the law of rent? 
No: it only indicates that the same qualification to the 
statement that rent plays no part in prices must be ap- 
plied in the case of capital and labor as is required in the 
case of land. It is only of unqualified or common agri- 
cultural land, in a community which can obtain access to 
unused land, that it is true that rent forms no part of 


*Political Economy, p. 240; Quarterly Journal of Economics, i. 276, et seq. 
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price. Wherever the peculiar properties or requirements- 
of land as a requisite. of produetion assign an absolute 


limit to the supply, so that a fall-in the margin of cul- 
tivation “cannot operate, this 


Thus, in the price of ‘allies which can only be Zz 
vantageously produced inside large cities, ground rents 
figure as a very appreciable element in price. So, too, 
rent will figure in the price of hops; for hop-lands are so 
limited in quantity that the worst hop-land in use pays a 
rent. 

So, in other matters, land at the margin of cultivation 
for certain specific objects yields a positive rent which 
figures in price. The same will hold of business profits. 
If it be correct to assume, though I greatly doubt the ac- 
curacy of the assumption, that in some kinds of business 
there is a no-profit stage of production and that here * 
profit does not figure in price, there are certainly other 
businesses which no employer will consent to carry on 
without a definite rate of remuneration as earnings of 
management; and this must certainly form an element in 
the price of commodities sold. In other words, if there 
are employments where the margin of employment, so far 
as labor of management is concerned, is represented by 
zero earnings (no-rent), there are others where the margin 
derives a positive rent. 

Now, these limitations to the statement that rent does 
not form an element in price amount to the admission, that 
the rule only applies where the margin of employment 
stands at no-rent, and that this is only the case in unquali- __ 
fied agricultural land. Wherever the worst land in culti- 
vation for a special purpose draws a rent, that rent figures 
in prices. The same limitation applies to the same extent 
in the case of capital and wages-labor. If it is allowable 
to say that land at the margin of cultivation pays no rent, 


i 
: 


274 QUARTERLY JOURNAL OF ECONOMICS 


though the rule only applies to land used for certain com- 
mon purposes, so it is allowable to say that capital and 
labor at the margin of employment pay no rent (‘.e., no 
return beyond the 8 per cent. and 15s. minimum interest 
and wages), though that statement is only true of the 
lowest forms of employment of capital and labor. It is 
obvious that in certain special businesses, e.g., banking, 

, capital at the margin of employment does in fact pay more 

\ than 8 per cent., by reason of the operation of monopolic 
forces on which we need not dwell. 

Just as there are special aptitudes of position or quality 
of soil which assign an absolute limit to the competition 
for some special use, so that the worst piece of land ap- 

lied to that use pays a rent, so there are certain species 
f investments which all capital is not free to enter, but 
nly capital conditioned by certain facts of size and own- 
ership; and the capital actually invested on the least 
favorable terms in such investments will take a normal 
return of more than 3 per cent. The fact that a certain 
bank unwisely established or unfortunately worked may 
continue for some time to pay less than 8 per cent. is no 

roof that the margin of employment in banking is below 
3 per cent., any more than the chance cultivation of a 
piece of land on which an actual loss is sustained proves 
that a “minus rent” and not a “zero” rent marks the 
margin of employment in land. Just as land at the mar- 
gin of employment means land deliberately maintained in 
employment with full knowledge of its nature and capaci- 
ties, so capital at the margin of employment in banking 
must be rightly taken to mean capital invested and main- 
tained with full knowledge of the character of the invest- 
ment. The power of the monopolic nature of certain 
forms of investment, to secure a special return for the 
capital deliberately employed under the least favorable 
terms in that class of business, resembles very closely the 
power which their special positions assign to particular 
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pieces of land. It is not sufficient to admit that this 
monopolic character is represented in a higher average 
of profits or rent. It secures a special rent for the least 
favorably conditioned portions qualified to compete for 
such employment. 

It must then be concluded that in all trades or forms of , 
investment where restricted competition enables the mar- 
gin of steady employment to be represented by a return of 
more than 8 per cent., this special return is a special ele- 
ment in the price of the commodities which such capital 
helps to produce. The same reasoning is recognized to 
apply to the elements of skill, strength, disagreeability, 
and the like, in labor. These qualities attached to a par- 
ticular class of labor, and limiting the competition for it, 
insure that the least competent labor steadily employed 
in such work shall take a wage above the 15s. minimum. 
These prices of the use of capital and labor at the margin 
of employment certainly form an element in the prices of |, 
the commodities sold in such businesses. 


We started from a simple theory of rent, in which rent 
was measured from a margin of employment which paid 
no-rent, and which in the case of land stood at zero, in 
the case of capital at 3 per cent., in the case of labor at 
15s. But we now see that this margin of employment 
not only moves up and down so as to admit or exclude 
inferior qualities of land, capital, and labor, but that the 
payment at the margin does not always stand at zero, 
8 per cent., and 15s. The simple statement of the law 
of rent, though equally applicable to all three requisites, oad 
only applies to those industries which use the roughest, : 
commonest, and most unspecialized forms of land, capital, \_ ~~ 
and labor. In proportion as specialization of requirements" { 
comes in so as to limit competition, the payment at the 
margin of employment is no longer zero, 3 per cent., ] 
and 15s. 

It will still be open to us, if we prefer it,—for it is 
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entirely a question of convenience in the use of terms,— 
to say that land, capital, and labor at the margin of em- 
ployment in any specific form of business pay no-rent,— 
that is, we may take the lowest return for use of land, 
labor, and capital, and call it by some other name than 


~ rent. We should thus be able to maintain as a general 


proposition that rent forms no element in price. But, to 
do this, we should be compelled to an elaborate grading 
of industries, according to the prices paid for land, labor, 
and capital at the margin of employment in each respec- 
tive industry. If, on the other hand, as seems more rea- 
sonable, we should prefer to measure by a single line of 
fixed money value applied through the whole of industry, 
we must call by the name “rent” all payments for the use 
of land and all payments beyond 3 per cent. and 15s. for 
the use of capital and labor. But whichever mode of 
reckoning we prefer will be equally applicable to all three 
requisites of production. The difference involved in the 
two methods of measurement, and the fact that this differ- 
ence applies to capital and labor with precisely the same 
force as it applies to land, may perhaps be shown more 
clearly by the following figures : — 


A F F 
iE 
D 
E’ 
Fig. I. Fig. II. 
c 


These figures represent the three requisites of produc- 
tion, rising from a minimum quality at the apex C toa 
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maximum quality at the base AB. DE marks the actual 
margin of employment. In Figure I., which represents an 
unspecialized employment (¢e.g., ordinary agriculture), 
land, capital, and labor at DE pay respectively no-rent, 
8 per cent., 15s. In Figure II., which represents a spe- 
cialized employment, land, capital, and labor at DE pay 
respectively 20s. per acre rent, 4 per cent., 25s. If we 
reckon rent from the margin of employment, ADF will 
form the total rent in the case of each requisite; and it 
will form no element in the price, which will be meas- 
ured by the cost of production at DE. 

Now turn to the dotted lines in Figure II. If the 
money values—no-rent, 8 per cent., 15s.—are taken as 
a fixed margin of employment, they will, in the case of 
a specialized employment, fall below the actual margin, 
forming an ideal margin, as D’E’. No land, capital, or 
labor at D’E’ can actually be used in this specialized em- 
ployment; for we saw that the worst requisites in use 
stand at the higher grading DE. But, if we reckon from 
the fixed margin of employment, which is an ideal one, 
and assert that the requisites of production at the actual 
margin DE in a specialized employment pay an actual 
rent (DG), then, in the case of all requisites superior to 
this, a portion of the rent corresponding to DG will figure 
as an element in price. The real difference between the 
two modes of reckoning lies in dealing with the product 
FG. In the one case FG will be included under rent, in 
the other case it will not. It ought to be clearly under- 
stood what FG actually represents. As DG represents 
the advantage possessed by the owner of the worst forms 
of specialized land, capital, and labor in full commercial 
use over the worst forms of unspecialized requisites of 
production in use, so, if the figure ADE be taken as the 
aggregate product of the working community, FG in Fig- 
ure II. measures the portion which falls to classes own- 
ing some specialized requisite of production, some special 
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quality of land, some special opportunity of investment 
of capital, some specific skill in labor-power, as distinct 
from the individual gain which falls to the superior com- 
petitors within these classes. Using the term “monopoly” 
in no invidious sense, it might be said that FG represented 
the element of specific monopoly, while ADF will repre- 
sent the element of individual monopoly in land, capital, 
or labor-power. But, though the question whether it is 
more convenient and just to adopt that mode of calcula- 
tion which will include FG in rent or not has a special 
importance of its own, we need not discuss it here; for, 
whichever mode of applying the law of rent is adopted, 
that law will be found applicable to capital and labor as to 
land. 

There is, however, one point of difference in the case of 
the three requisites, which, though it does not affect one 
whit the theory of the law of rent, furnishes an additional 
difficulty in its application. Not only is the actual margin 
of employment different according to the different charac- 
ter of the employment, but, as regards capital and labor, 
the minimum margin of 3 per cent. and 15s. is a slowly 
changing one. Zero will always mark the payment for 
the worst land in occupation so long as there exists any 
worse land not in occupation, for the owner of land will 
always be ready to take anything in preference to nothing. 
But 3 per cent. and 15s. may not always continue to 
mark the margin of employment in capital and labor. 
Any general rise in providential habits or other economic 
causes may operate indefinitely in lowering the 3 per cent. 
minimum at the margin of employment of capital, as 
every rise in the general standard of comfort of the work- 
ing classes may raise (pace Malthus) the minimum of 
wages. In a wide view of industrial changes, these fluct- 
uations cannot be overlooked, though their consideration 
does not impair the force of the extended application of 
the law of rent to capital and labor. 
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II. But it may be asked, Assuming the law of rent 
may be so extended, what is the advantage of this ana- 
logical treatment? What practical bearing has this theory 
upon the question of distribution ? 

Well, in the first place it completely destroys what may 
be termed the “residuary legatee”’ treatment of distribu- 
tion. This treatment is common to the systems of such 
widely different thinkers as Karl Marx, Henry George, 
and General Walker. The treatment consists in taking 
the aggregate product, the object of distribution, showing 
that two of the three claimants (land, capital, and labor) 
are entitled to a fixed minimum charge upon the product, 
and thus placing the third claimant in the position of 
residual claimant to whatever remains. Following this 
method, Karl Marx found that capital was able to take all 
the product minus the wages of subsistence, which re- 
mained a fixed quantity and not a fixed proportion as the 
size of the product grew. Henry George, again, showing 
how interest and wages were fixed charges, placed the 
land-owner in the enviable position of residual claimant, 
maintaining that, “irrespective of the increase of popula- 
tion, the effect of improvements in methods of production 
and exchange is to increase rent.” Finally, General 
Walker plays the third and only remaining variety of 
change; for in his system it is rent and interest that are 
fixed charges, while labor holds the place of vantage and 
takes the growth of gain in higher wages. In connection 
with General Walker’s statement of the triangular con- 
test, it should be observed that he narrows the issue still 
further by insisting that labor shall not be treated as one 
body. The earnings of management, or profit, as we have 
seen, are also a fixed form of rental, so that it is the labor 
of the hired workers which takes all that is left after the 
fixed necessary minimum charges for use of land, capital, 


and business ability. 
It is not difficult to see that the conclusion arrived at 
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by the application of this method depends entirely upon 
the order in which we inspect the claims of the three eco- 
nomic factors. Whichever order we select, we shall be 
able to show that the claims of the first and second factors 
may be plausibly treated as fixed charges, and that the 
third, therefore, takes all the remainder, and may presum- 
ably be able to reap the whole of any industrial improve- 
ments not directly attributable to the agency of the other 
two claimants. But, when the application of the law of 
rent to all three factors has once been clearly grasped, it 
will become evident that no one can claim any more than 
any other the position of “residuary legatee,” but that 
three proportionate charges exhaust the whole product, 
the proportion which falls to each of the three claimants 
being determined by the operation of the law of supply 
and demand upon the margin of employment in the three 
requisites of production respectively. 

In order to illustrate the operation of the law of rent as 
the determinant in distribution, it will be best to take the 
case of an increase in the product to be distributed. Our 
question then will be, What determines the proportion of 
the increased product which goes to the owners of the 
three requisites of production? or, in other words, revert- 
ing to our general application of the law of rent, What 
determines the rise of rent in the case of land, capital, and 
labor respectively? Let us assume, for convenience, that 
the increased product requires for its production an addi- 
tional quantity of land, capital, and labor, involving a 
proportionately equal increase in all three requisites of 
production,—e.y., a rise of 10 per cent. in the quantity 
of each requisite industrially employed. How will this 
increased demand for the use of the requisites of produc- 
tion affect the proportion in which the product shall be 
distributed ? 

If the demand for use of more land, capital, and labor, 
can be met by the employment of a new supply of each, 
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lying just below the margin of employment, but only nom- 
inally inferior to the supply in previous use, the prices of 
use of land, capital, and labor, will not appreciably rise, 
and the new product will be divided among the three, in 
strict accordance with the previous proportions. In that 
case, the fall of the margin of employment and the rise in 
rental of each rent-paying portion of the land, capital, and 
labor in previous use, will be very slight,— just sufficient 
to call into economic existence the required increase of 
supply. But if, while there is plenty of land and capital 
available, of barely inferior quality to that on the margin 
of employment, an equal addition to the supply of labor 
is not so easily procurable, the growth of demand for 
labor acting in relation to a fixed supply will raise the 
price or rent of labor above the margin of employment 
until that margin is driven down low enough to include 
the required new supply. That is to say, while in the 


case of land and capital a merely nominal fall of the ° 


margin involving a nominal rise of rent has produced 
the new supply, in the case of labor a considerable fall 
of the margin, attended by a considerable rise of rent, 
has been required to produce a corresponding increase of 
supply. Thus, while the rent of land and capital remain 
practically at the same level as before, the rent of labor 
will have risen greatly, and will absorb almost the whole 
of the increased product, shifting the balance of propor- 
tion in the distribution of the aggregate product among 
the industrial community. 

The advantageous position here accorded to labor may 
with equal reason be assigned to land or capital. In pro- 
portion to the difficulty of supplying each increased quan- 
tity of the several requisites of production will be the rise 
in price of each unit of those requisites already in use. 
The mechanism by which this operates is very simple. 
The rise of price will be caused by the deficiency of avail- 
able supply considered in relation to an increased demand 
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reckoned at former prices: the new supply can only be 
brought into the same quantitative relation to the new 
demand by the maintenance of a new level of prices, the 
new price unit representing in relation to the old the 
greater difficulty of keeping in economic use the worst 
unit in the supply of that requisite of production. 

Thus we reach the law that the proportion of the aggre- 
gate product which is paid as rent of land, of capital, and 
of labor, varies with the difficulty of keeping in economic 
use the quantity of each requisite of production required 
to maintain the rate of current production. As there is 
always vacant land below the margin of cultivation (‘.e., 
requiring more effort of man to yield a given quantity of 
use of natural agents), so there is potential capital (‘.e., 
capital which requires more effort to call it into actual 
existence, but which, given a sufficient motive, will be- 
come actual forms of capital); and, lastly, there is a 
vacant labor of inferior quality (¢.e., a larger quantity of 
which is required to furnish a given amount of effective 
labor-power). In each case, the potential or unemployed 
requisite is called into economic use by a sufficient rise in 
the rent of that which lies above the existing margin of 
employment. 

This theory that changes in the proportionate payments 
to land, capital, and labor, are dependent upon the com- 
parative ease or difficulty of increasing the supply of each, 
would seem so obvious a truth that it could not have 
failed to secure adequate recognition. That it has failed 
to do so must be attributed to the extreme reluctance 
which economists have shown to admit the truth, that the 
only immediate cause of a change of price is a previous 
‘change in the quantitative relation of supply and demand 
at current prices. If it were once clearly recognized that 
a restriction of supply at current prices were the only 
possible immediate cause of a rise of price, and if this 
were kept in mind in dealing with the prices of the use of 
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land, capital, and labor, the main difficulty in forming a 
satisfactory theory of distribution would disappear. 


It will perhaps be convenient to sum up the conclusions 
so far reached in the following three propositions : — 


1. If there exists an indefinite quantity of each of the 
requisites of production just below the margin of 
employment, of almost equal quality to that upon 
the margin, an increase in production will neither 
alter the proportion of distribution among the 
owners of the three requisites nor appreciably 
raise the rent of each unit of a requisite above the 
margin. 

2. If there is not a sufficient quantity of any of the 
requisites of production easily available for new 
supply, and the difficulty of procuring each piece 
of additional supply is equal in the case of each 
requisite, the rent of each rent-paying unit of land, 
capital, and labor, will rise, but the proportion of 
distribution of the aggregate product will remain 
unchanged. 

8. If there is a difference in the amount of difficulty of 
procuring the increased supply of the three requi- 
sites, that difference will be accurately measured 
by the relative rise in rent of the rent-paying por- 
tion of each requisite, and by a corresponding 
alteration in the proportion of hs aggregate prod- 
uct which falls to each; 7.e., if it is desirable to 
increase by 20 per cent. the quantity of each 
requisite of production in order to increase the 
product and it is twice as difficult to procure the 
increased quantity of land as of capital and labor, 
one-half of the increased product will go as rent to 
land, one-quarter as rent to capital, one-quarter as 
rent to labor. The change as regards the total 

roduct (old and new) may of course be reckoned 
y determining the proportion which the new prod- 
uct bears to the total product. 


In applying the rule of measurement thus far, we have 
assumed the case where the increase of production acts as 
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a call for an increase in the use of the three requisites 
which is proportionately equal. But, in fact, it is of 
course seldom the case that the proportionate part played 
by the respective requisites of production remains the 
same when there is an increase of production. It by no 
means follows that if in the old quantity of production 
the numbers 3, 2, 5, represent the respective contributions 
of land, capital, and labor, and the production be doubled, 
the same proportion will hold among the contributors. 
We know, in fact, that every increase in the aggregate 
product will be attended by a change in the proportion of 
the contribution of the three requisites. Hence the prac- 
tical application of our rule of measurement is obviously 
no easy task. For every change in the distribution of the 
aggregate product will depend on the relative strength of 
two forces: first, the relative growth in the demand for 
each requisite signified by the increased product; second, 
the relative difficulty of supplying that increased demand. 
The frequent use of the word “relative” here is itself a 
proof of the complex nature of the problem. Before we 
can say in what degree an increase of 10 per cent. in the 
aggregate production of a community will affect the pro- 
portionate distribution, we should have first to ascertain 
two facts: (2) the precise amount of land, capital, and 
labor required to take part in the new production and the 
proportion each addition bears to the quantity in previous 
use; and (y).the extent of the fall in margin of employ- 
ment necessary to furnish in the case of each requisite the 
desired increase. Now, each of these two facts, z and y, 
is itself a resultant of various conflicting forces, and can 
only be ascertained by an elaborate calculation. 

A whole group of considerations affect the proportion- 
ate increase of each requisite of production required by 
each increase in the aggregate production. Among them 
the following are most prominent : — 

1. Improvements in the industrial arts, and applica- 
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tion of labor-saving machinery, (a) enabling the same 
quantity of capital to suffice in turning out an increased 
product, (4) enabling capital to take the place of labor, 
so that what might seem to be an equal demand for more 
capital and more labor, will act as a demand for a large 
quantity of new capital and a small quantity of new labor. 

2. Social and industrial reforms, improving the organ- 
ization of labor or inducing greater care and economy in 
the use of material and of machinery, will, by adding to 
the average effectiveness of both capital and labor, enable 
an increase in the aggregate product to be achieved by 
a less than corresponding increase of capital and labor. 
Even here the movement is not simple, but complex. 
E.q., in the case of economy effected by co-operation or 
profit-sharing, so far as the economy consists in greater 
care of machinery and less waste of material, it might oper- 
ate as an equal check upon the increased quantity of both 
capital and labor required to furnish an increased product. 
So far as it acted merely as a stimulus to greater working” 
activity, it would figure chiefly as economy of labor, so 
that an increased product might be wrought by the same 
quantity of labor acting in conjunction with an increased 
quantity of capital. 

3. Every improvement of physique, morale, intelligence, 
and technical skill among the workers, will enable a de- 
mand for more labor-power to be satisfied by a less than 
corresponding increase in the number of workers. 

4. Improvement in agricultural arts may enable a larger 
product to be obtained without a corresponding fall in the 
margin of cultivation; 7.e., without a correspondingly in- 
creased employment of land. 

These are some of the determining forces which would 
require study before we could reach the resultant 2. An- 
other set of forces and circumstances affect the ease or 
difficulty of procuring increased supplies of the respective 
requisites of production. Such are the following : — 
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1. The effect of growing improvements in communica- 
tion, and the breaking down of international barriers for 
trading purposes, in their respective bearing upon (a) the 
increase of the effective land supply for a given commu- 
nity, (4) the increased “fluidity” of capital, (¢) the 
easier migration of labor. 

2. The effect of war, political insecurity, national com- 
mercial restrictions, and the like, as affecting (a) the 
available quantity of each requisite of production, (6) 
the relative fluidity of each requisite of production. 

8. Effects of the growth of prudential motives, in- 
creased sense of security, and fluidity of capital, as affect- 
ing the ease with which an increased demand for capital 
may be supplied. 

4. Complicated effects of rising standard of comfort, 
education, artificial checks on population, and the like, in 
determining the increased supply of labor at different de- 
grees of availability. 

It is not too much to say that each of these considera- 
tions opens up a large field for speculation and involves 
special difficulties of its own. Each of them has an im- 
portance in assisting to determine the resultants x and y. 
But, unfortunately, this is not all. Not only should we 
have to measure the relative pressure with which these 
two forces act at each several point in the increase of pro- 
duction, in order to reach the change in the proportionate 
distribution. For, alas! 2 and y cannot be determined as 
entirely separate forces. These are not merely two vary- 
ing forces, but two varying forces which act upon one an- 
other with a force which likewise varies. What we mean 
is this: it is impossible to state accurately how much 
new land, capital, and labor would be used to furnish an 
increased product, unless we know already the amount of 
difficulty there would be in procuring that increased sup- 
ply; for we cannot without that knowledge determine how 
far new labor-saving machinery may be introduced instead 
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of an increased quantity of laborers, nor can we deter- 
mine how far the increased demand for land will operate 
in intenser or more efficient culture of the land already 
above the line of occupation, instead of stimulating the 
enclosure of hitherto unused land. On the other hand, it 
will be evident that we cannot ascertain exactly the 
amount of fall in the margin of employment of the three 
requisites of production, unless we know, not merely what 
increased product is required, but also to what extent this 
increased demand will act upon the three requisites of pro- 
duction respectively,—in fact, until we know the result- 
ant z. As the two main forces, which for convenience we 
regarded as distinct, are thus seen to modify one another, 
the full nature of the complexity of the problem of distri- 
bution begins to dawn upon us. In order accurately to 
ascertain the disturbance in proportionate distribution of 
the product between land, labor, and capital caused by an 
increase of production, we have in effect to measure the 
varying pressure of a number of industrial forces (which 
pressure also varies in the rate of its variation), each of 
which affects a number of other forces with different de- 
grecs and varying rates of attraction. We have w, v, w, 
2, y, 2, ete., all moving at different rates and all affecting 
one another to a different degree in proportion to the 
force of their respective motions. 

To those who are in search of simplicity this may not 
seem a very satisfactory result. But a large part of the 
disrepute from which the science of economics suffers 
among “ practical” men is due, not, as often alleged, to 
an inherent distaste for theoretic treatment, but to the 
hasty fabrication of economic laws which are so delight- 
fully simple that an attempt is made to use them as 
“rules of thumb” in dealing with the actual movements 
of commerce. They are then found to be useless in their 
application, and the practical man is not satisfied with the 
scientific economist’s elaborate explanations of the diffi- 
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culties involved in the application of economic laws to 
details of economic fact. Many economic problems, and 
in particular those which deal with distribution, are ex- 
tremely complex; and it is safe to say that any easy mode 
of treating them must be wrong. The different forms of 
the “residual claimant” theory, by making a false claim to 
show simply and clearly “how it is done,” have blocked 
progress in economic science. The attempt here to apply 
the law of rent so as to yield a basis for a sound theory of 
distribution has certainly brought to light no new easy 
“rule of thumb,” but it has perhaps served to make more 
clear the character and origin of some of the difficulties 
which must be met in this branch of the science. 

JoHN A. Hopson. 


Eprror1at Norte. 


The importance of the theory discussed in the above article 
by Mr. Hobson and in that which follows by Professor Clark, 
and the different methods of treatment followed by them with 
substantial identity of conclusion, will sufficiently explain to 
the readers of the Journal the large proportion of space given 
in the present number to a single topic. It is due to both 
writers, however, that we should state that immediately after 
sending Mr. Hobson’s article to the press we were informed 
by Professor Clark that he was engaged upon an article on 
the further application of the familiar doctrine of differential 
rent, which he placed at our disposal, forwarding at the same 
time for our information a statement of the theses maintained 
in it. It thus appeared that the two writers, working upon 
the subject independently and without knowledge by either 
as to the other’s speculations, had come simultaneously to the 
important modification of all previous theories of distribution, 
which are now submitted for the judgment of our readers. 
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DISTRIBUTION AS DETERMINED BY A LAW 
OF RENT. F 


THE law of rent has become an obstacle to scientific ( 
progress: it has retarded the attainment of a true theory ' 
of distribution. Yet it is itself capable of affording such 
a theory. The principle that has been made to govern 
the income derived from land actually governs those de- 
rived from capital and from labor. Interest as a whole 
is rent; and even wages as a whole are so. Both of these , 
incomes are “differential gains,” and are gauged in / 
amount by the Ricardian formula. ar 

Wages and interest are incomes that may be treated 
as static in their nature: they would exist if society were 
to remain in an unprogressive state, with its forces in a 
certain balanced condition that excludes internal changes. 
Disturb this equilibrium of forces, make structural changes 
in soviety, create a condition in which labor and capital 
begin to move from one point in the general system to 
another, and you furnish opportunities for the creating of 
another income that is distinctively dynamic. We shall 
call this pure profit, It is a product of unbalanced forces, 
and exists, under natural law, only while society is chang 
ing. Eliminate those internal movements of the indus- 
trial forces that we have indicated, and you destroy it. 
The remaining product of social industry will then resolv 
itself into. wages and interest; and both of these are rents, 
or differential products due to permanent agents. In this ‘ 
respect they are analogous to the income from land as it 
appears in current theories, and they in fact include that 
income with others. The true method of attaining a law 
of distribution is not, therefore, first to eliminate from the 
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earnings of society the element of ground rent, and then 
to try to find principles that will account for the remain- 
ing elements: it is to eliminate what is not rent,— namely, 
pure profit,— by reducing society to a static condition, and 
then, by a use of the rent law, to account for all that re- 
mains. 

Five changes of social structure need to be excluded, if 
society is to be reduced to a static condition; and by a 
use of the scientific imagination we will exclude them, and 
create that state. These are: first, changes in the char- 
acter of social wants; secondly, changes in the mechanical 
— of production; thirdly, alterations in the mode 

‘of organizing industry; fourthly, shiftings of labor and 
capital from place to place within the system; and, fifthly, 
increase or diminution of the amounts of capital and labor 
in existence. The movements in which the dynamic qual- 
ity of actual society consists would respectively be brought 
to a stand-still if we should in some way make human 
wants constant in character and degree, arts unprogres- 
sive, modes of organization stable, the magnitude of dif- 
ferent industries normal and permanent, and the total 
amounts of labor and capital fixed. We must in this way 
create for our own purposes an imaginary state, in which 
for a time social forces and relations are stable. Yet we 
make in this way a study that is completely realistic, since 
‘the static forces are dominant in the world of actual busi- 
| ness, We isolate them, in order that we may know their 
nature. In the end,—though not in this article,— we 
ll take account of all essential changes that in real- 
ity take place, and attain the dynamic laws of distri- 
bution. 

The term “rent” has become synonymous with differen- 
tial gain by an evolution in language that needs to be 
briefly traced. In popular speech rent is a payment made 

y one man to another for the use of something: in scien- 
tific language it means not a payment, but a product. The 
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mere transfer of the stipulated amount from hand to hand 
passes out of sight, and rent becomes whatever the thing 
earns in the hands of the man who hires it. The rent of \ 
the farm or the shop is the wealth that it brings into ex-/ 
istence. To society as a whole rent is always a product, 
and not a payment, since there exists no outside party of 
the second part to whom the social organism can let a 
thing for hire. In its conception of rent science takes 
the social point of view. . 

Again, to the common mind, anything whatever may be 
a rent-producer, provided it is let for hire; and to many 
persons the typical rent is a payment for the use of.a 
dwelling-house or a room. Scientists have chosen to re- 
strict the term to the product of land, on the ground that 
the income afforded by things that are artificially made 
tends to conform to the cost of making them. If buildings 
pay ten per cent. on their cost, there will in due time be 
more buildings; and in the end they will earn what is 
equal to current interest on the amount spent in con- 
structing them. Land is not produced, and has no normal 
cost. It earns what it can; and that is an amount that is 
independently fixed, according to the Ricardian formula. 
While the annual income derived from a house tends to 
become a certain fraction of the value of it, the market 
value of a piece of land tends to become a certain multiple 
of its annual earnings. The cost of the thing is the start- 
ing-point of the calculation in the one case, and the in- 
come is the fixed element in the other. 

Here is a seemingly radical distinction; but it will 
vanish, as our analysis proceeds. It is true, indeed, that 
the income derived from buildings conforms to the cost 
of making them; but this simply means that, if buildings 
are especially productive, there will occur a transfer of 
wealth from other forms of investment to this one. Men 
and working appliances will be diverted from the making 
of various other commodities, and will be directed to the 
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creating of the one that is more profitable. This is merely 
a movement tending to equalize interest in its various 
forms of investment. In the industrial field as a whole 
there is a current rate of interest; and, by making now 
more of one thing and now more of another, society causes 
each to earn, in the long run, about the prevailing per- 
centage. This equalization of the earnings of different 
forms of capital is a process that has a secondary signifi- 
cance. Of primary consequence is the question, What 
fixes the general rate to which the interest on “money” 
invested in a building tends to conform? What deter- 
mines the earnings of capital as a whole? We shall see 
that it is a law of rent. Buildings, indeed, tend to earn, 
in proportion to their cost, as much as is on the average 
earned by tools, ships, engines, mercantile stocks, etc.; 
but the general earnings of all these things are fixed, like 
ground rent, by the Ricardian law. In the end we shall 
see that this law applies primarily to the general fund of 
invested wealth, and only secondarily to land. What we 
have here to emphasize is the fact that the supposed law 
of interest that governs the income afforded by a particu- 
lar made instrument resolves itself into a mere equalizing 
tendency,—a movement that causes interest at one point 
to equal interest at another. One artificial thing may, ~ 
as an investment, pay as well as another. What they all 
pay is determined by the law with which the Ricardian 
study of land has made us familiar. 

The study of the earnings of land has revealed the gen- 
eral principle of differential gain; and the word “rent” 
has lately been used in an abstract way, as meaning any 
gain whatever that exemplifies this principle. “Rent of 
ability ” and “ consumers’ rent” are now familiar terms. 
Scientific language here cuts loose from historical moor- 
ings. There is nothing in the conscious thought of the 
business world that corresponds to this mathematical idea 
of an income made up of surpluses or differences. To the 
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practical man rent is nothing if not concrete. It is the 

lump sum that he gets every year from some material pos- 

session or other. It is the dollars per annum that as an 

owner he gets out of a house, a farm, a machine, etc. It 

is therefore doubtful whether, in the end, the various ° 
other gains that come to men in accordance with the dif- 

ferential law will continue to be called by the name that 

is popularly used in so concrete a way. In the present 

study, we use the term “rent,” in order that we may bring 

our analysis into connection with recent scientific studies, 

and, in particular, in order that we may have all the bene- 

fit that it is possible to derive from the Ricardian theory. 
Ground rent is a useful type of the two static incomes 

that we have to examine. 

The most interesting of recent applications of the princi- 
ple of differential gain is the study of “ Consumers’ Rent” 
by Professor Marshall. This is something that practical 
men think of, but not in any connection with the product 
of land, buildings, etc., and therefore not in a way that 
would ever suggest the use of the term “rent.” This gain 
that consumers realize is rent simply because it results 
from that principle that the case of land has made familiar 
to us. There is a similarity between the personal gain 
that a consumer realizes by buying a necessary article 
cheaply and the income that a landlord gets from his es- 
tate. Labor spent on the poorest land in cultivation earns 
wages only. This is marginal labor, and the product of it 
affords the standard from which may be measured the 
earnings of similar labor expended elsewhere. In tilling a 
better field the worker creates a surplus above this stand- 
ard product, and the excess is the rent of the superior 
field. It goes to the owner of this field, since the man _ 
who tills it gets the same wages as the marginal worker. 

There is another variety of marginal labor that sets a 
standard from which differential gains may be estimated: 
it is the last increment of labor applied to the good land 
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itself. Agriculture is subject to the law of diminishing 
returns: the early increments of labor expended on a given 
area are more productive than the later ones, and the last 
increment of all creates a product that is equal to that 
created on the land of poorest quality. This is a marginal 
product, in a more refined sense of that term; and it is en- 
tirely absorbed by the wages of the man who creates it. 
' The farmer gets nothing for himself out of the last incre- 
- ment of hired labor that he puts upon his land. All earlier 
increments create surpluses above the standard set by the 
\ last. The sum of all these surpluses is the rent of the 
land; and it goes in the first instance to the farmer, since 
the earlier workers are paid at the same rate as the last. 
By the competition of different farmers this sum is handed 
over to the landlord. This variety of rent, the surplus 
( created by early increments of labor expended on a given 


field, is the best type of differential gain. 

Consumers’ rent is realized in an analogous way: we get 
it when we buy for a dime the loaf that nourishes us. The 
benefit derived from the first dime that we spend is very 
large as compared with the benefit derived from the last 
one. Our purchases arrange themselves in a series, in the 
order of their importance. In spending our income we 
first make sure of what is imperatively necessary, then get 
what is desirable, and end by getting that which affords the 
smallest gratification afforded by anything that we buy at 
all. The things that come early in the list have a high 
“subjective value ” as compared with those that come later, 
since they render a far more important personal service. 
This excess of utility in early purchases is a differential 
service rendered to the purchaser, or a consumers’ rent. 
It may be illustrated, for an average man, by a dinner 
where the articles are selected from a menu on the Euro- 
pean plan. A substantial dish renders the largest personal 
service to the consumer; while the delicacy that he hesi- 
tates in ordering represents the marginal purchase. If the 


| 

1 


DISTRIBUTION AS DETERMINED BY RENT 295 


two chance to be of equal cost, the former dish affords a 
large consumers’ rent. 

It will be seen that the radical difference between this 
gain and the income from land is that the one is subjective 
and the other objective. This advantage that comes from 
the buying of cheap and highly serviceable articles is 
purely personal, resolving itself into an effect on the sensi- 
bility of the user. 

Now, there are, in fact, other forms of subjective rent 
that are equally important. All of them together consti- 
tute a generic variety of differential gain, that is related to 
ordinary rent much as subjective value, in recent studies, 
is related to objective. Subjective rent is a fundamental 
element in the philosophy of distribution. As a whole, it 
is the basis of the distributive law, and it is the practical 
end of the productive and the distributive processes. It 
embraces the total personal advantage secured by indus- 
try. 
Professor F. H. Giddings has recently called attention 
to the increasing onerousness of successive hours of labor 
put forth by a man in a single day. The first hour of 
work costs little or nothing, since the weariness entailed 
by it is no greater than health and enjoyment require. 
The fourth hour may entail a positive sacrifice, the eighth 
imposes a large one, and the tenth and last is so wearying 
as to bring the work to an end, unless by some complica- 
tions of the industrial system the man is forced to continue 
working. The mere wages of another hour of service 
would not induce him to render it. 

Now, for our present purpose, we need to notice that, if 
wages are uniform through the series of hours, there is a 
special gain derived from the work performed in the earlier 
and less onerous ones. On the supposition that the man 
is working by the piece and can stop when he pleases, he 
would naturally stop when he is so weary that further 
work would cost him personally more than it would bring 
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to him in the way of gratifications.* In the last fractional 
hour of his labor he earns just enough to offset the sacri- 
fice that this final increment of labor costs; and, if cireum- 
stances force him to work longer in order to retain his 
employment, he will rebel against his fate and join an eight- 
hour movement. Here, then, is a point of equilibrium of 
gains and sacrifices involved in wage-earning. The final 
increment of labor put forth in a day costs the worker per- 
sonally just what it brings him. Earlier increments bring 
the same wages, and cost the worker less. They afford a 
differential gain that we may term laborers’ subjective 
rent. 

In a full analysis of the wages problem it will appear 
that, if the number of workers be limited, the amount of 
work to be had for hire depends on the length of the work- 
ing day. The final increment of labor offering in the 
market is the labor put forth in each day in the latest 
working hour. By a commercial principle this final incre- 
ment offered sets the general rate of wages. We notice, 
in passing, that the location of the no-rent period, or the 
point of equilibrium of gains and sacrifices resulting from 
labor, has a determining influence on the rate of wages. 
It fixes the quantity of work for sale. Determined in 
amount as it actually is, labor at every period of the day 
except the last insures a differential gain to the worker, 
and this represents the entire personal advantage that he 
gets from earning money by labor. Consumer’s rent rep- 
resents the entire advantage that he gets in spending the 
money. Earning a dollar by work that entails less than 
a marginal dollar’s worth of weariness, and spending or 
investing it in a way that affords more than a marginal 
dollar’s worth of gratification,— these two operations in- 

* Of course the desire to provide for a family and to accumulate wealth 
for future needs is included among those to be gratified through the fruits of 
labor. Work naturally stops when the fulfilment of any desire whatever that 
ean be insured by the wage of another hour is estimated by the worker at less 
than its personal cost. 
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sure to the worker net personal gains. They represent 
the advantage afforded by work and wages over idleness 
and starvation. 

Labor is not the only sacrifice incurred in the creating 
of wealth: abstinence entails sacrifices, and it increases 
the fruits of industry. The part of the social product 
that is insured by capital is traceable to a personal process 
that is costly. What is here important is that acts of ab- 
stinence arrange themselves in a series, according to their 
costliness, like the succession of hours in a working day. 
Putting the last dime of a day’s wages into the savings- 
bank entails the present loss of the last and least of the 
gratifications that a day’s work might have secured. Sav- 
ing a second dime cuts more deeply into the pleasures of 
the present, and the saving of the last increment of income 
that is actually put into the fund of capital entails the 
foregoing of a gratification that is so intense that whatever 
can be had through this means in the future barely offsets 
the sacrifice involved in waiting for it. 

If we arrange the units of wages secured by the labor 
of a day in order, according to the increasing personal 
sacrifice involved in earning them, we shall have a series 
that, if placed in an inverted order, will represent the in- 
creasing difficulty of saving them. It costs the worker 
practically nothing to earn his first dime, while it costs 
him about what a dime is subjectively worth to earn the 
last one. The last dime that is earned is the first one that 
is saved. Putting this one into the savings-bank costs the 
man subjectively little, since it means only the foregoing 
of a luxury; while saving the first dime that is earned 
would mean the foregoing of bread itself. Somewhere 
there is a limit where abstinence naturally ceases, because 
the gains of it just offset the personal cost that it entails. 
Saving that is practised before the limit is reached insures 
a net personal gain that is the capitalists’ subjective rent 
and corresponds in quality to the laborers’ subjective rent 
that we have already analyzed. 
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We noticed in passing that, if the number of laborers be 
| fixed, the total amount of labor offering in the market de- 
pends on the prolonging of the working day, or on the 
extending of what we termed the point of equilibrium of 
gains and sacrifices into the later hours. In like manner, 
if the number of abstainers be fixed, the amount of capital 
that is to be had for hire depends on the foregoing of more 
coveted pleasures, or on the crowding of the capitalist’s 
point of equilibrium of personal gains and sacrifices into 
the region of increasing sacrifice. As the last hour of 
labor in a day figures as the final unit in the supply of 
labor, and determines, in a way that we shall soon clearly 
see, the rate of wages, so the last dime saved in a day con- 
stitutes the final increment in the supply of capital, and 
figures in a corresponding way in the adjustment of inter- 
est. Wages and interest depend on the location of the 
two marginal lines of subjective equilibrium of gains and 
losses entailed by production. They are also the lines 
from which the two varieties of producers’ subjective rent 
are measured. These two rents are the differential gains 
accruing from what we may term intra-marginal labor and 
abstinence, or the working and the waiting that cost the 
men personally less than do the working and the waiting 
that insure the final increments of labor and capital.* 
This subjective rent of producers and consumers is the 
sole object of industry, statically regarded. Wages and 
interest as embodied in money, or wealth in a convertible 
form, are objective rent; and this is always a means to 
: the subjective end. Men exert themselves to get money: 
they realize a producer’s subjective rent in making it and 
a consumer’s subjective rent in spending it. If we can 
get a dollar at a small sacrifice to ourselves, and spend it 
for a large personal gratification, we are gainers; our in- 
dustry is profitable. 


* For the bearing of these facts on the general law of value see the sum- 
mary at the end of this article. y 
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Actual society is dynamic; and, when we study it stati- 
cally it is with no purpose of ignoring the changes to 
which it is subject. By a series of static studies we deter- 
mine the nature of the changes that are actually taking 


‘place, as we might ascertain the movements of particles 


of water in a stream by making a series of cross-sections 
of it. This series of studies affords a theory of industrial 
dynamics. 

In one instant of time none of the structural move- 
ments of society are possible; and we will, as it were, 
artificially prolong such an instant. We will create a 
period long enough to allow labor to go on, and to get 
and consume its wages, and let the social structure con- 
tinue through the interval as it was in the beginning. 

In actual life there is always too much labor and capital 
in some industries and too little in others. The working 
groups are always somewhere out of balance; and in our 
static study we may, if we choose, leave them so. We 
may take society as we find it at a particular instant, 
making too much of commodity A, too little of B, about 
enough of C, etc., and suppose that it continues in this 
unsymmetrical condition. Men and money ought to move 
from one place in the system to another, but they do not. 
This would be like making a static study of the surface 
of the ocean by freezing its waves fast in all their irregu- 
larity. A simpler way would be to reduce them to a 
level; and the better plan for our study of society is to 
suppose that the industrial groups are not out of balance. 
Capital and labor are in normal quantities in them all.’ 
An equilibrium in the amount of capital and labor in the 
different groups is artificially created at the beginning of 
the period that we study, and is held throughout. The 
relative amounts of silk, iron, etc., that are in process of 
production are normal. 

We need now to define the productive agents, social 
labor and capital, if the use of the term “rent” in connec- 
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tion with them is not to have a look of absurdity. Labor 


typical rent-producer, land. Yet wages in the aggregate 

onstitute the income derived by society from its entire 
fund of pure labor energy ; and interest is, in like manner, 
the product of a fund of pure capital. Both are differ- 
ential gains, and completely amenable to the Ricardian 
law. 

Capital may be studied from two points of view. 
Science has used both, the one intentionally and the other 
unconsciously and blunderingly. It has alternated in the 
same discussion from the one view to the other, to the 
confusion of the analysis. In formal definitions a con- 
crete view has been taken, and capital has been treated 
as a mass of instruments for aiding labor. It is tools, 
buildings, materials, etc. In the actual treatment of the 
subject capital has been regarded in a way that is more 
in harmony with practical thought. It has been consid- 
ered abstractly, as a fund or quantity of wealth devoted 
to productive uses. In this view it is what a business 
man has in mind when he speaks of his invested capital 
as a hundred thousand dollars; and it is what the treas- 
urer of a corporation designates in the same way in his 
published statement of assets and liabilities. 

Both views are essential in economic analysis: the com- 
mon and practical though abstract view is the more 
serviceable in the solution of problems of distribution. 
Capital itself is in reality one and the same thing in 
whichever way it is treated. 

Regard capital in the concrete, and it will appear that 
the mass of things that constitute it is changing at every 
instant: bread, clothing, furnishings, etc., are passing con- 
tinually out of the stock, and new things are taking their 
places. Men begin to eat, wear, and otherwise consume 
articles that until now have figured as a part of some one’s 
stock in trade; and, while doing this, they, by their own 


(in capital, in current theories, are the antithesis of the 
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industry, replenish the stock from the other end. They 
produce new raw materials and advance old ones at the 
same time nearer to completion. They wear out tools, 
and make new ones. The essential fact is that the things, 
that in each brief period are taken out of the stock are of | 
substantially the same value as those that are put into it: 
the capital is therefore intact. In actual life the amount 
of capital in existence changes slowly: in a static view i 
is supposed not to change at all. 

The things, then, in which society invests its fund of 
productive wealth are changeful, while the fund itself is | 
permanent. The things lose their identity continually, 
while the fund retains its identity, as does a river of which 
the component elements, particles of water, are changing 
at every instant. In the concrete view that for certain 
purposes it is necessary to take, social capital is a shifting 
list of things always worth a certain sum; while, in the 
abstract view that for our present purpose it is necessary 
to take, social capital is a fund of wealth fixed in amount, 
though invested in a shifting list of things. 

An essential fact concerning what we may now term 
pure capital is that its outward forms must change con- 
tinually if the fund itself is to continue to exist. Com- 
pleted articles must be taken from the stock, unfinished 
ones must be completed, materials must be advanced 
towards completion, and new raw materials must be se- 
cured. If the process stops, capital perishes. By means 
of these continuous changes the productive fund is made 
to take the forms that circumstances require. If an in- 
strument is ill adapted to the service demanded of it, it 
will be replaced, whenever it is worn out, by a better one. 
Like the vital tissue of plants and animals, concrete capi- 
tal, except in the case of land, perishes and is renewed ; 
and the new tissue is sound and adapted to its purpose. 
In particular does the new concrete capital adapt itself in 
form to the number of men who are to make it serviceable. 
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A large fund for the use of few workers takes one set of 
forms, while a small fund for many workers takes a wholly 
different set. A static view of pure capital represents it 
as constant in quantity, and as used by a constant number 
of men. The tissue that is restored by industry is there- 
fore of the same kind as that which is destroyed by use. 
/Change in amount either the working force or the capital, 
/and you introduce a dynamic element into the situation, 
and you make it necessary to change the outward forms 
in which the productive fund is invested. Double to-day 
the capital of an isolated society, and you will not simply 
duplicate its shovels, ploughs, looms, etc.: you will give it 
new machines, more solid buildings, new roadways, etc. 
With two thousand dollars’ worth of pure capital per man, 
the workers need to have in their hands a list of instru- 
ments quite different in kind from those that served their 
purposes when they were using a thousand dollars per 
man. Vary pure capital quantitatively, and you change 
working instruments qualitatively. 

As the capital that figures in our present problem is the 
pure social fund of productive wealth, so the labor in our 
‘problem is a corresponding fund of human energy. This 
‘is a fact as real and important as the former one, and as 
fully attested by the current thought and language of the 
‘business world. It is the interests, the rights, and the 
struggles, not so much of particular laborers, as of labor 
as a permanent force, that absorb the attention of practi- 

. calmen. Workers are distinct from work. For the pur- 
pose of a study of distribution they are related to it as 
capitalists are related to capital. They own it, and there- 
fore they justly claim its products. They control the 
shape that the labor takes to the same extent that the 
capitalist dictates the forms of investment of his “ money.” 
A working man determines whether his labor shall take 
the form of planting, of quarrying, of weaving, of writing, 
ete. Concretely regarded, labor is a list of acts that men 
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perform in the creating of wealth. They are as unlike in 
themselves as are the tools that workmen use. Planting, 
weaving, etc., are dissimilar outward forms of working 


energy. 


Abstractly regarded, labor is this fund of pure energy) 
itself, as changeful in its forms as is pure capital. Asa_ 


who come upon the scene and take the places of the older 
ones who depart. Laborers are perishable, but social labo 
is continuous. This permanent fund of human energy, 
ready to take shape in such concrete working acts as the 
needs of industry may require, is the second generic ele- 
ment with which a philosophy of distribution has to deal. 
The parallelism between capital pure and concrete, on the 
one hand, and labor pure and concrete, on the other, is a 
fact of primary importance. 

We noticed that, if the working force be constant, capi- 


fund, it is kept intact by the young generation of le 


tal changes in kind whenever it changes in quantity.’ 


Labor is subject to the same law. One man with a thou- 


sand dollars at his command will work in a different way, 
will perform a set of acts different from those that two 
men will perform if they have the same capital. To 
change the labor force quantitatively, while other things 
remain the same, is to change it also qualitatively. In 
a static view quantity and quality remain constant. 
There is a fixed number of men, working at the same 
trades and by the same processes. When a carpenter 
dies a carpenter’s apprentice replaces him, and uses the 
same tools in the same way. 


We are now ready to prove our theses. Interest is the 


rent of the social fund of pure capital. It is a differential | 
gain, in the fullest sense of the term. It is measurable by | 


the Ricardian formula, and will bear all the tests to which’ 


a rent-producer can be subjected. 
Ground rent is useful as a type of different gain, and 
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here the major service of the traditional theory of rent 
ends. The type itself is not a complete one: it fails at 
one point, but up to that point the income that a landlord 
gets from his property illustrates the nature of what 
society gets from its fund of pure capital. 

Let us simplify the current law of rent by disregarding 
for a moment the existence of what has figured as an 
auxiliary capital, and consider that land is worked by 
labor that is practically empty-handed. The change af- 
fects no principle now under consideration, since the 
thing that we have to prove could be established as com- 
pletely if we were to keep the formula in its more cumber- 
some form. The differential gain of labor alone applied 
to fertile land is the more useful type of true rent. This 
labor is subject to a law of diminishing returns. Put one 
man only on a square mile of prairie, and he will get a 
rich return. Two laborers on the same ground will get 
less per man; and, if you enlarge the force to ten, the last 
man will perhaps get wages only. All the earlier men 
will create surplus products over and above their wages, 
and the sum of these surpluses is the rent of the field. 

For a fixed area of land read now a fixed fund of pure 
social capital. At one moment this is, in reality, an exact 
sum; and by our own hypothesis we have prolonged the 
conditions of that moment. In a static view pure capital 
is a fund of a given amount invested partly in land and 
partly in made instruments. These instruments lose their 
identity, as old ones are used up and new ones are created ; 

ut they keep their general character. A hoe replaces a 
hon and a ship replaces a ship. The last man who works 
in connection with the fixed social fund is like the last 
man who is set tilling the square mile of land: he creates 
less than any of his predecessors. 

If we pursue the common method of illustrating this 
principle, we shall introduce workers into the force one at 
a time, and note the product created by each of them. 
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On this supposition one particular man is the last in 
point of time. The supposition makes the study for the 
moment dynamic, since, in addition to the change in 
the number of the workers, it involves changes in th 
forms that the fixed fund of capital assumes. When the 
workers are few, the instruments will have a certain char- 
acter; and, when the men are numerous, the appliances 
will have a different character. Such a dynamic study is, 
however, admissible as an introduction to a study of a 
static condition. We more readily see how interest and 
wages are determined in a stationary state by noting the 
way in which the condition is reached. Let the fund of 
capital, then, be fixed in amount, and let a force of 
workers be gradually introduced, as was done in the case 
of the field in the typical illustration of rent. It will be | 
seen that the pure capital is like the field, in that it is 
subject to a law of diminishing returns. A few men 
using a large fund create a large product per man: new | 
men joining the force add less to the output, and the last | 
man who comes adds least of all. Each earlier worker! 
creates a surplus over and above the amount created by 
the last one, and the sum of all these surpluses is the rent 
of the fund. 

We might treat the whole world as an isolated society, 
such as, indeed, it ultimately will be if the flow of capital 
and of labor from place to place shall ever become suffi- 
ciently unimpeded. On the other hand, we may take as 
typical a smaller society working in isolation. An island 
in the sea not reached by ships or an inland country with 
a prohibitory tariff on the importation and the exportation 
of both men and material wealth would afford the illus- 
tration that we seek. We need no one to tell us that, 
here as elsewhere, we are so simplifying the ideal society 
that we make it, as a picture, grotesquely unlike the 
actual world. It is like it in certain primary facts, and it 
is these that we are studying. We isolate these facts, 
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and by a study of them get principles that are real, and 
that will outlive the changeful influences that modify 
their operation. 

Give to an isolated community a billicn dollars’ worth 
of capital, and introduce gradually a corresponding force 
of workers. Put a thousand workers into the rich envi- 
ronment that the conditions afford, and their product per 
capita will be enormous. Their work will be aided by 
capital to the extent of a million dollars per man. This 
sum will be invested in such forms as the workers can 
use; and, if we were to allow ourselves to imagine the 
forms that such a condition would require, we should 
bring before the mind a picture of automatic machinery, 
electrical motors, chemical wonders in the way of soil 
creating, and the like. It is the picture of a state that is 
slowly and remotely approached wherever capital greatly 
increases relatively to population. 

Enlarge the number of workers to ten thousand, and 
with the appliances at their service, changed in form as 
they must be to adapt them to the uses of the larger num- 
ber of men, the output per man, though smaller than be- 
fore, will still suggest the gains of a fortunate gold-hunter. 
Decuple the force again: the working environment will 
still be a marvel of fruitfulness, but the product per man 
will be greatly reduced. Decuple it once more, and let a 
million workers use a billion dollars’ worth, of capital: the 
situation now approaches the actual condition of the world ; 
and the output of a man’s labor may be supposed to be 
correspondingly near to that which actual conditions 
afford. 

It would be pleasant to be able to show the detailed 
way in which this diminution of the product per capita is 
brought about. In certain earlier studies I have indicated 
the nature of ‘the sterilizing of the worker’s environment 
that is the cause of the diminution, and expect in due time 
to present it more fully. A small capital per man means 
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a list of working appliances that is scanty and cheap. It 
means land that is contracted in area and badly improved, 
buildings that are unsubstantial, roadways that are poor, 
and tools and machines that are of a makeshift character.| 
It means that what instruments of production there are 
are cheap and perishable, and that there are not enough 
of them. There is little danger that either scientists or 
practical men will dispute the fact that, in the sense in 
which we are using terms, a reduction of the fund of pure 
capital entails a per capita diminution of the product. If 
the fund of capital remains the same, an increase of the 
working force has the same effect. 

In our assumed case the last man added to the working 
force earns wages only. Why is this? Here, indeed, is a. 
point of much consequence. We made the same statement 
in regard to land: the last worker on a section of fertile 
soil earns his wages, and no more; and so does the last 
comer in the working force employed in connection with+ 
a fixed amount of pure capital. The reasons for it in the 
two cases are different ; and a study of the nature of the 
difference shows that the earnings of land are a sort of 
mock rent. They are equal to a differential product, but 
are not the genuine thing; while the earnings of the entire 
fund of social capital, as embodied in land and in all other 
productive instruments, are a true differential product. 

Why does the last man on the farm earn wages only? 
The farmer is here the master of the situation, and he 
hires men from other employments till the product that 
he gets by means of their labor only offsets the sums that 
he must pay to them. In the general range of employ- 
ments there is fixed, in some way, a standard of wages: a 
farmer must pay the current rate if he is to retain his men. 
It is, of course, true that agriculture is a part of the 
broader industrial field in which wages are fixed, and that 
what is paid in agriculture has its effect on the amount 
that must elsewhere be paid, if men are to be lured away 
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from the farm to the shop, the railroad, ete. That which 
is important and is not likely to be disputed is that in any 
limited section of the general field of labor wages must 
conform to a standard that is set in and for that general 
field. Competition tends to equalize wages: it causes 
them to take, in any one employment, a level that is, with 
certain well-known allowances, uniform for all employ- 
ments. What determines that level? What fixes general 
wages? The Ricardian law of ground rent affords no 
answer to this question; but the more comprehensive law 
of differential gain answers it in a twofold way. It guides 
us to one solution of the problem, and directly gives us 
another. 

The last man added to the force that works with a 
fixed fund of social capital earns only his wages, but this 
is not because he is lured into the system from without 
and must be paid just the wages that elsewhere prevail. 
When we speak of the general field of industry, and the 
entire fund of capital, there is no without in the case. The 
man is in the system from the first, and must stay there ; 
and the conditions existing within it fix his wages. The 
law in the case is that he gets what he is worth to society. 
If natural tendencies could completely have their way, the 
final man would get as a wage what he actually produces. 
It is the final productivity of labor that fixes its pay. 

In a static view of the system, we abandon the concep- 
tion of a working force gradually enlarging, as it was made 
to do in our illustration. Capital and working force are 
both fixed in amount through the period that we consider. 
There is no particular man who is the last to arrive in point 
of time, but any one may become the final man by giving 


up his work for a few days and then applying for it again. 


He tends, as we have said, to get as wages what his pres- 
ence in the working system is worth. Let him stop work- 
ing and continue eating, estimate the net diminution of 
the social income, and by natural law this will be his 
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wage; and this will be the wage of every other man. 
What society loses when one man stops working, or what\ 
it gains when he recommences working, sets the general | 
standard. 
How do we know that this is true? Frankly, more needs 
to be said on this point than there is room to say here. It. 
is the competition of employers that, under the free work- | 
ing of natural law, gives to the marginal man the full | 
amount of his product. If employer A is making more | 
out of the man’s labor than he pays to him, employer B 
is interested to overbid his competitor and get the man 
away. The presence, not of B only, but of C, D, E, ete. / 
insures that, in the end, the worker will get his value.* 
What is now evident is that each of the earlier incre- 
ments of labor employed in connection with a fixed fund. 
of pure social capital creates a surplus, over and above the \ 
product of the last one, and that the sum of all these sur- | 
pluses is the rent of the social fund. Each surplus is a } 
true differential product, a difference between the amount 
created by a particular increment of labor and that created 
by the final increment. As the product of the final incre- 
ment sets the standard of general wages, the earlier prod- 
ucts may be measured by comparing them with wages: we, 
may say that each of the early laborers creates a surplus’ 
above what he gets as pay. This, however, is introducing 
a secondary standard of measurement and taking from the, 
surplus that we are testing the character of a true differ- | 
ential gain. The ultimate fact is that each earlier worker 
creates more than the last one. The rent of the fund of 


*In a full analysis of the subject it will appear that we ought strictly to 
speak, not of marginal men, but of final quantitative increments of pure labor 
energy. The last fractional hour of labor expended in a day by an entire 
working force is the true final increment of labor that enters the market; and 
a minute fraction of it is furnished by every man in the force. It is the prod- 
uct of this very composite final increment of labor that sets the standard of 
wages. Only for simplicity of illustration do we speak of the last man added 
to the force as furnishing the final increment. 
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pure capital— which is interest as an aggregate —is the 
sum total of these differences. 

It is now clear that, in the strict sense of terms, the rent 
of land is not a true differential product, though it is equal 
to one in amount. The surplus products of the early 
increments of labor applied to agricultural land are amounts 
remaining in the farmers’ hands after wages are paid. 
The farmer hires men at the rate of pay that the general 

| market has established, till no further increase is profit- 
able. The general rate of wages controls the last man’s 


"| product, since it determines how many men shall be em- 


ployed on a fertile field. In a similar way the prevalent 
rate of wages determines what quality of land shall be 
taken into cultivation: it locates what is called, in the 
simple and common form of the Ricardian law, the “ mar- 
gin of cultivation.” Wage-earners are at liberty to use 
_rentless land, and they do so when they can earn as much 
there as elsewhere. If the pay of laborers in the general 
range of employments were to rise, the poorest land now 
in use would be thrown out of cultivation: if it were to 
fall, poorer land than any now used would be taken into 
cultivation. The product of labor at the margin will al- 
ways conform to general wages, simply because the margin 
itself will advance or recede till this conformity results. 
Philosophically, therefore, the rent of a piece of land, if 
for simplicity auxiliary capital be disregarded, is its prod- 
uct less the wages of the labor that tills it. The pay of 
the farmer’s men conforms directly to the rate that prevails 
in the general labor market; and the data for calculating 
the landlord’s claim are, therefore, the product of the farm 
and the rate of general wages. 

If, however, land were the only instrument in use, the 
case would be different. The margin of tillage would not 
advance and recede as wages in industries mainly outside 
of agriculture should fall or rise: there would be no in- 
dustries outside of the agricultural limit, and the product 
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of the last increment of work applied to the soil itself 
would constitute the standard of wages. The land in 
this case would yield a true differential product, since the 

rent of it would consist of the sum of the differences be- 

tween the products of the earlier increments of labor 

‘applied to it and the product of the last one. This is 

exactly the case in reference to the rent of the social fund 

of capital. It is a true differential gain, consisting of the 

sum of the differences between the products of the earlier 

increments of labor used in connection with it and the 

product of the last one. 

We have now a law that fixes the rate of wages and the 
aggregate amount of interest. We can get the total 
amount of wages by a simple process of multiplication ; 
and we can get the rate of interest by a process of divi- 
sion. We can, however, apply the law in a reversed order, 
and get wages as an aggregate and interest as a rate. 
Let the labor force be fixed in amount, and let the fund of: | 
capital that it uses increase. It is the successive incre- 
ments of capital that are now subject to the law of dimin- 
ishing returns. Mass the labor, for illustration, in some 
isolated and desert corner of the earth, and give to it, in 
the form of soil and simple tools, a first’ instalment of cap- 
ital. The product of this little fund of productive wealth 
will be very great. As we multiply the amount of the 
fund that is invested in working instruments, we shall 
reduce the amount per unit that it produces. Of a suc- 
cession of units of pure capital brought into use in con 
nection witha fixed labor force, each one adds less to th 
output of industry than does any of its predecessors.* 

The parallelism is complete between the phenomena of 


* As the fund increases, its forms of embodiment adapt themselves to the 
needs of the men who are to use them; and, on the other hand, the forms of 
labor itself, the nature of the concrete acts in which the fund of pure working 
energy expends itself, adapt themselves in character to the instruments that 
are at hand. 
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a fixed fund of social capital with an increasing force of 
labor, and, on the other hand, the phenomena of a fixed 
force of social labor with an increasing fund. The last 
unit of social capital in our present illustration fixes by 
its product the general rate of interest, as in the former 
illustration the last increment of labor fixed by its product 
the rate of wages. All the earlier units of capital now 
create surpluses over and above the standard set by the 
product of the final unit, and the sum total of these sur- 
pluses is the rent of the labor force. It is the aggregate 
of the differential gains resulting from the application, in 


connection with the fixed labor force, of the earlier incre- 
\ ments of capital. Wages in the aggregate are the rent of 


a fund of human energy. 

With extreme brevity we have stated a law that is as 
comprehensive as anything in economics. We have not 
referred to the obstacles that the law encounters in 
practice, nor have we made an attempt to measure the 
deviations from the theoretical standard that the actual 
distribution of the social income reveals. As real as gravi- 
tation is the law that determines the standard. The in- 
ference that we draw is already established as an unques- 
tioned fact in the consciousness of business men ; namely, 
that, as capital increases, while other things remained 
unchanged, interest falls, and, as the labor force increases, 
if other things remain the same, wages fall. The prospect 
of high wages depends on a relatively rapid increase of 
capital. The principle of differential gain that is at the 
basis of this conclusion does not figure in the popular mind. 

This. principle has further applications that rival in im- 
portance those that we have stated, and that can only be 
indicated here in concluding paragraphs. It dominates 
production as well as distribution, is an element in deter- 
mining rates of exchange, and furnishes the ultimate 
standard of measurement of market values. It, in fact, 


- identifies production with distribution, and shows that 
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what a social class gets is, under natural law, what it con- 
tributes to the general output of industry. Completely 
stated, the principle of differential gain affords a theory 
of Economic Statics. 


1. In the above study we first excluded pure profit 
from consideration, on the ground that it is a dynamic 
income. What is commonly and loosely termed profit is 
partly the wages of directive labor; and this labor is 
included in the social fund of human energy that we have 
studied. The earnings of the work of management are, 


therefore, rent in the same sense as are the earnings of | 


other labor. 
There is another element in the composite returns of 


employers that is profit in an accurate sense of the term. 
It results from an unbalanced condition of industrial | 


groups. Conditions are continually appearing in which | 


too little is produced of certain commodities to meet the 
normal demand for them, and in which they sell for more 
than enough to pay interest on all pure capital and 


wages on all the working energy employed in producing — 


them. Included in this total interest will be the rent of 
any land that may be used in these industries, and in- 


cluded in wages will be the rewards of managers’ time _ 


and effort. Above all these claims, the selling price of 
the goods may afford a residuum of pure profit. A dis- 
covery that should make the production of aluminium 
cheap would afford a profit on the making of it, until this 
industry should become so much enlarged as to put upon 
the market as much of this metal as, under the new con- 
ditions, would be normal. After the discovery the com- 
petition of different producers would enlarge the produc- 
tion of this metal till the point would be reached at which 
it would not be profitable to move labor and capital from 
other working groups to this one. At this point the 
returns of the industry would be, theoretically, absorbed 
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in wages and interest. Ina balanced condition of indus- 
tries superior managers will earn more than others, and 
| superior workers of every kind will do the same; but that 
_ gain which results from the distinctively dynamic cause, 
the discovery or change that throws production tempora- 
rily out of balance, ceases to exist. Such a condition of 
universal equilibrium is never practically reached, and at 
many points in the industrial system — not for any length 
of time the same points—pure profit is always to be 
found. This changeful element of gain is the one part of 
the actual social income not governed by a law of rent. 

2. As the product of land may be meagured from a 
standard afforded by the returns from the poorest soil in 
cultivation, so the product of labor may be measured from 
a standard set by the returns from the least efficient men 
in the working force. Land that lies beyond the margin 
of cultivation would give crops of some kind, if it were 
tilled; but they would be so scanty as not to reward the 
labor that it would require to get them. So the labor of 
men who are so weak, ignorant, or untrustworthy as to be 
beyond the margin of employment would yield something, 
if it were utilized; but this yield would be so meagre 
as not to reward the capital that it would be necessary 
to use in connection with it. An entrepreneur cannot 
afford to intrust to such men any part of his productive 
fund. In the case of labor we locate the no-rent line 
in a qualitative wdy when we find men whose room 
in the complex system of social industry is worth just as 
much as their company. The product of all labor above 
this line—and that is the sum total of wages—may be 

ated as rent of superior personal quality. 

In the same way, it may be shown that interest is due 
to the superior quality of those working instruments in 
which pure capital is invested. There are appliances of 

very kind in existence that are so poor that it does not 

y to expend any labor in connection with them. There 
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are no-rent buildings, ships, machines, mercantile stocks, 
‘ete. If we so desire, we may measure the products of 
better appliances by comparing them with what might be! 
had by using these. In a qualitative way these instru- 
ments lie on the margin of utilization. 

8. It is said that there is no-rent land, but that there is 
no such thing as no-interest capital; and that land and 
artificial instruments are in this way radically unlike, 
Here is a confusion of ideas and a false deduction. There | 
is rent-paying land and rentless land; and there are rent-| 
paying buildings, machines, ships, etc., and there aré\ 
rentless ones. Good land, on the one hand, and good | 
buildings, etc., on the other, embody pure capital; and 
this always pays interest. The poor land and the poor 
buildings, etc., embody no pure capital, and, of course, 
yield no interest. The true difference between land and 
other things does not lie here. 

4. A point of paramount importance is the mode pf 
measuring the two funds, those respectively of pure capi- 
tal and of working energy, that figure in distribution. 
In what sense, for example, does the capital of society 
need to become large, in order to make wages high? The 
standard of market value here fails, since a social capital 
might, by this standard, seem large, when by a truer 
standard it is small. Put a colony of men on a rocky 
island, and give to them just seeds and tools enough to 
keep them from starvation. The value of what they have 
will be great, and by the standard of the market the 
capital in their hands will seem to be a large one; but it 
is clear that it will not aid labor efficiently. 

The true standard of measurement is here that of total | 
utility. A colony on a fertile continent, with all the 
working appliances that they could well handle, might 
have a capital that would be smaller, if measured by its 
market value, than the one in the former illustration; but 
its total utility would be very large. Give to the colo- 
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nists the appliances one at a time, estimate the value of 
each increment of capital as it comes, add all these values 
together, and you have the measure of the total utility of 
their social capital. When this is large wages are high. 
On a limitless and fertile continent, where men and tools 
were scarce, the returns from labor might be large, though 
the capital, if measured by the standard of market value, 
might be almost nothing. For such static measurements 
as are made when one man’s capital is compared with 
another’s, while the social fund, as a whole, remains un- 
changed, the market standard suffices. The labor force 
of society is measured by a similar process that gives its 
total efficiency. 

5. The principle of rent in its profounder applications 
furnishes an ultimate basis for the measurement of all 
values. Labor has been loosely taken as the final standard 
that is as satisfactory as any; but labor, concretely re- 
garded, resolves itself into a heterogeneous list of acts that 
are incapable of being quantitatively compared with each 
other, and are quite incapable of being compared with com- 
modities. The common element of personal sacrifice is 
present in most labor; but it varies in degree in the case 
of work of different kinds, and in nearly all occupations it 
is slight during the early periods of the working day. 

Every worker has his point of equilibrium of gains and 
sacrifices involved in production, or the point in each day 
at which, if he had his way, he would stop work, because 
what he might earn by further work would not offset the 
sacrifice that it would cost. The “disutility” of the work 
at this point is just equivalent to the utility of the things 
secured by it. Now, if we fix this point in the case of 
every laborer in the entire force, the line that we draw 
through all these points becomes a social line of equilib- 
rium of gains and sacrifices involved in production. Just 
at this line society, as a whole, stops working, because 
what it here gets by its labor barely offsets the burden of 
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working for it. An indefinitely narrow margin lying just 
within this outer boundary of social labor constitutes the 
true final increment of the fund of working energy. An 
influence that should call for more labor would tend, in 
the end, to affect the entire line of equilibrium, and to 
crowd the whole social margin of labor outwards. 

The sacrifice entailed by the labor that is located along 
this entire social margin affords our ultimate basis for 
measuring values. The disutility of this labor just offsets 
the utility of the things secured by it. A brief study 
would show that these particular things are the final ones 
of their several kinds, and are therefore the ones that fig- 
ure in the adjustment of market values. In other words,' 
the social labor that yields no subjective rent just offsets, | 


by the burden that it entails on workers, the service | 


rendered by the things that it produces; and these are the) 
particular things that appear as determining exchange) 
values. It is true, also, that these are things that, as con- 

sumed by workers, yield no consumer’s rent. We are here 

on the border of an intricate and extensive study. We 

have located a social line where work and its fruits are 

subjective equivalents. It is a psychological border region 

to which, as to a commercial mark, society brings its goods 

for valuation. 

Labor is not the only sacrifice that results in producing 
goods. Abstinence entails, as we have seen, a burden that, 
in important respects, acts in a parallel way. Every capi- 
talist has his point of equilibrium of sacrifice and gain, 
and society has its line of equilibrium. Marginal capitali- 
zation, or that which is barely remunerative, locates itself 
along this social line. Society in its organic entirety in- 
curs by its abstinence a disutility that balances the utility 
of the things that it gets by means of it. Moreover, 
through goods produced by labor and by capital respec- 
tively, it is possible to establish a relation between the two 
different disutilities entailed on society by production, the 


| 

\ 
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sacrifices respectively involved in effort and in abstinence. 
Here, again, we are nearing deep water. We can see that 
the sacrifice of deferring enjoyment is, like that of labor it- 
self, a second basis for measuring values. Every subjective 
utility has its equivalent of the one kind as well as of the 
other; and the psychological currency that ultimately 
measures all values is inherently bimetallic. It is com- 
posed of two disutilities, both of which are distinctively so- 
cial, or of two sacrifices made, in each case, not by partic- 
ular men, but by an entire social force. What all laborers 
sacrifice in supplying the minute fraction of the day’s work 
that lies just within the line of equilibrium that we have 
traced, also what all capitalists sacrifice in submitting to 
that final bit of abstaining or waiting that lies just within 
their own collective line of equilibrium,— these constitute 
the subjective double standard on which all measurements 


of value rest. 
JOHN B. CLARK. 
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MARSHALL’S PRINCIPLES OF ECONOMICS. 


I HAVE acceded with pleasure to the request with which 
the editor of the Quarterly Journal of Economics has hon- 
ored me, a German economist, to contribute a notice of the 
important economic work of an English colleague, Profes- 
sor Marshall;* and it is only by circumstances beyond 
my control that this notice has been so long delayed. 
Even now, however, the first volume of Marshall’s book, 
the only one published as yet, is so full and comprehensive, 
and enters so far into the more refined theory of the sub- 
jects it treats, that I must refrain from any discussion of 
even the more important details, not to mention a thorough 
discussion of the entire contents of the work. I must 
limit myself to a consideration of its general scientific 
character, of its plan, purpose, and method, its place in 
the literature of our subject. On points of detail I shall 
state my opinions only when the general discussion may 
suggest them. 

I would begin with some remarks upon the tendencies 
which now appear in different countries in regard to the 
scientific treatment of political economy. I am led to 
these general remarks the more because I write as a Ger- 
man, in an American periodical, on an English treatise. To 
my non-German fellow-students of economics I take the 
opportunity to address a word of protest against the belief, 
which not infrequently is entertained among foreigners, 
that all German economists approve of the patronizing 
and pretentious attitude towards English writers, and es- 
pecially those of the classic school, which is taken by some 
of the extreme German representatives of the historical 


* Principles of Economics. By Alfred Marshall, Professor of Political 
Economy in the University of Cambridge. London: Macmillan & Co. 
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school. Not only the younger Austrian school, Menger, 
Béhm-Bawerk, Sax, but many German writers who stand 
apart from that movement, even the founders and most 
uncompromising representatives of the older German his- 
torical school, Roscher and Knies, with scholars like the 
late Professor Nasse, and many among the living,— all 
would wish not to be judged abroad by the narrow opinions 
of the younger historical school, more particularly not by 
the opinions of the scientific head of that school, Professor 
Schmoller. It is true that most of us in Germany are in 
so far members of the historical school that we point to 
the need of induction side by side with deduction; that 
we warn against hasty generalization, against exclusive 
reasoning on the basis of economic self-interest; that in 
practical problems we have no faith in any absolute solu- 
tions, and insist upon the principle of relativity. But, like 
myself, many German scholars, old and young, even those 
whose own researches are directed mainly to economic 
history, believe it to be false and narrow to go to the other 
extreme, and to fling aside deduction from assumed motives, 
and especially from the motive of self-interest. We would 
not limit political economy to the mere presentation of the 
various historic stages in the application of labor, nor do 
away with all abstract thought or abstract statement. We 
do not assume that tone of condescending judgment on the 
works of Adam Smith, Malthus, Mill, Ricardo and his 
school, especially not that tone of complete condemnation 
of the work of Ricardo. But few among German authors 
adopt tactics of this sort, or accept those verdicts of 
“scholasticism” and “dogmatism” on all writings not 
concerned with the one thing needful, economic history. 
Those who do adopt this tone not infrequently show that 
they have not sufficiently studied, or else have not rightly 
understood, the works of the masters whom they despise, 
more particularly Ricardo. For this reason, and from 
their inability or indisposition to enter into abstract reason- 
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ing, they are not competent, for all their pretentious atti- 
tude, to reach a just and impartial conclusion. Their own 
positive contributions in the domain of theory itself are 
either entirely wanting or else, though involved in a mist 
of “inductive” research, finally reach the same cardinal 
doctrines that were developed by the British economists 
and by those older German masters who built on them, 
like Hermann and Thiinen. Logic is the weak side of the 
extremists of the younger school. But it is not alone by 
foreigners that this weakness is perceived. I can give the 
assurance that numerous German colleagues join me in 
adopting that mediating attitude in regard to scope and 
method of political economy which is taken, for example, 
in the recent excellent book of Keynes, on The Scope and 
Method of Political Economy. Outside of the small circle 
of the very narrow historical economists, his position is 
almost universally accepted. For myself, I agree with 
Keynes almost throughout, and therefore can testify to 
my hearty appreciation of the great value of Marshall’s 
volume ; for in the matter of method and scope Marshall 
also takes this mediating attitude, even though in the 
preseut volume, which is essentially theoretic, he proceeds 
chiefly by way of deduction, as is demanded by the nature 
of the topics treated. To a very large extent he follows 
in the paths of Ricardo, though with caution and care and 
all necessary qualifications. 

A few German writers of the younger historical school 
will doubtless dispose of Marshall’s book with ease. They 
will condemn it as simply a revival of deductive dogma- 
tism in the style of Ricardo: perhaps they will not even 
trouble themselves to undertake its careful examination. 
My attitude towards the book is a very different and thor- 
oughly appreciative one, even though I cannot value as 
highly as does Professor Marshall the use of diagrams and 
of algebraic formule, and though I should differ with him 
on not a few single points. More particularly I agree 
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with Professor Marshall in the fundamental opinions 
which he sets forth in the first pages of the preface, and 
also in those chapters of the first book (chapters four to 
seven) which treat of the growth of economic science, of 
the nature of economic laws, and of economic motives. 
The same opinions are stated admirably in the various 
notes, more particularly the notes on Ricardo and some of 
his more important doctrines. Marshall says with truth 
that even those modern doctrines which on the surface 
seem quite opposed to Ricardo’s “involve no real breach 
of continuity in the development of the science”; that 
they “have supplemented the older, have extended, de- 
veloped, and sometimes corrected them, but very seldom 
have subverted them.”* He gives due weight to the 
objection that it is not possible to reason with the bare 
economic man, still less to reason with the bare city man, 
but nevertheless reaches the conclusion, which seems to 
me aiso to be the sound one, that “the theory of normal 
value,” with qualifications that are great, but can be 
stated with sufficient exactness, “is applicable to the 
actions of the unbusiness-like classes in the same way, 
though not with the same precision of detail, as to those 
of the merchant or banker.” + He puts the needed em- 
phasis on the importance of the element of time in investi- 
gating the connection between price and cost of production, 
and shows that those vulgar objections to the validity of 
the law of cost of production, which we meet among the 
opponents of the Ricardian method, can be disposed of by 
due consideration of this element of time. 

I have taken special pleasure in Marshall’s defence of 
Ricardo. While admitting the need of Ricardo’s assump- 
tions and statements, Marshall yet defends him against 
the attacks which have been made upon this, the first 
master of the deductive method, not only by the laymen 
in economics, but even by professional economists, such as 


* Preface, p. 5. tIbid., p. 7. 
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Ingram in England. So in regard to Ricardo’s law of 
rent, which, when supplemented by Thiinen’s, seems to me 
an unshaken and unshakable part of the foundation of 
economic theory, standing as it does in complete accord 
with obvious facts of industry. In the discussion of 
Carey’s attacks on Ricardo, Marshall seems to me to make 
almost too many concessions to Carey; though he remarks 
with truth that many of the facts which Carey adduces are, 
when rightly understood, only illustrations and confirma- 
tions of Ricardo’s law.* It was a source of real gratifica- 
tion to me to read the passages which discuss the law of cost 
of production, and dispose of the objections raised by some 
German writers, more particularly by Adolph Held, who, 
here as in other places, has neither studied Ricardo suf- 
ficiently nor understood him rightly. I concur entirely in 
Marshall’s conclusion that he cannot agree with those who 
believe that Ricardo’s doctrine of the bearing of cost of 
production on value must be swept away. In the impor- 
tant note at page 529, Marshall says (the Italics are mine) 
that “the purpose of the present note is to show cause for 
not accepting this opinion, and for holding on the contrary 
that the foundations of the theory, as they were left by 
Ricardo, remain intact; that much has been added to 
them, and that very much has been built upon them, but 
that little has been taken from them.” So he defends 
Ricardo against the attacks of Jevons. He admits the im- 
portance of the theory of value propounded by that writer, 
and that of the essentially similar theory of the Austrian 
school (Menger, Béhm-Bawerk) in regard to marginal or 
final utility, but nevertheless insists, rightly as it seems 
to me, on the dominant importance of the law of cost of 
production, especially in reference to “supply-value.” 
Further, I agree with Marshall that the so-called iron law 
of wages cannot be traced to Ricardo, and that it is a gross 
injustice to Ricardo to set him up as the type of the capi- 


* Pages 213-216. 
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talistic enemy of the laborers.* This attitude has been 
taken by a few German economists, and Held especially 
has fallen into errors which Mr. Gonner has sufficiently 
disposed of in the pages of this Jowrnal.t But these are 
admitted to be errors in Germany as well. I have myself 
defended Ricardo against attacks of this sort; and Pro- 
fessor Cohn has done the same, more particularly against 
Held’s attacks. John Stuart Mill is also defended by Mar- 
shall against the mistaken or ignorant imputations of recent 
economists. Indeed, I find myself in hearty accord with 
almost everything which Professor Marshall says in regard 
to the tendencies and methods of individual authors. 
Such agreement among economists of different nationali- 
ties, whose thought has developed in entire independence, 
is doubtless much more general than one would expect if 
attention were paid only to the extremists. Doubtless, too, 
there would be general agreement that the value of any 
particular method is only relative ; impartial students would 
admit the value of every method applicable to our subject. 
This more catholic attitude must lead to greater justice in 
recognizing the value of work done by authors of different 
methods, and to greater modesty in regard to one’s own 
achievements and the achievements of those who happen 
to use the methods and follow the tendencies congenial to 
one’s self. It has given me pleasure to find in Marshall an 
author who is everywhere just and appreciative to those 
whose methods and labors are different from: his own. 
Among other things the non-English reader takes a spe- 
cial satisfaction in the appreciation of the professional 
work done in other countries, as, for example, in recent 
years in Germany and in America. I am aware that we 
German scholars have, in recent years, been sometimes ac- 
cused of excessive pretensions, of having lost our former 
willingness to estimate at its true value work done in other 


* Page 553. 
t Quarterly Journal of Economics, vol. iv. pp. 284-290. 
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countries. German economists more particularly have in- 
curred this reproach, and I admit sometimes with justice. 
Nevertheless, I would beg not to make us all responsible 
for the excesses of some of the younger German historical 
economists, and for the tone which they show, for exam- 
ple, in their reviews of foreign works whose tendency 
differs from their own. This tone is condemned by a wide 
circle in our own country. Indeed, it shows itself not 
only in the discussion of works of foreign authors, but also 
in that of German authors who follow methods and ten- 
dencies which meet with the one-sided condemnation of 
the school. The truth is that political economy almost 
from its beginning has been a truly international science, 
in whose development the lead has been taken first by one, 
then by another, of the great civilized nations. We in 
Germany do not forget what we owe to the Italians, the 
French, the English, nor that almost everywhere we stand 


upon their shoulders. If in the last generation we have | 


paid back something of the debt which we owe to other 
nations, I hope it may not be generally supposed that we 
overestimate the worth of these payments, as might some- 
times be supposed from the utterances of our younger 
historical economists. For myself, recent English and 
American theoretic, so-called dogmatic contributions — at 
this moment more particularly the writings of Marshall, 
Keynes, and others— have convinced me that since the 
days of Hermann, Thiinen, and Rau, we have unduly 
neglected certain aspects of the subject, and can again 
learn much from foreign writers. But even in our own 
ranks abundant provision has already been made that the 
narrow attitude of the historical school shall find its oppo- 
nents. The young and active Austrian school has begun 
a very pretty reaction, which indeed has not always kept 
within due bounds, and has sometimes failed to give just 
appreciation to the value and the achievements of the 
historical school. Professor Marshall may rest assured 
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that his impartial and appreciative judgment of other 
writers, other tendencies, of the work of other countries, 
will be considered by German writers an example deserv- 
ing of imitation. 

Marshall’s book is the first volume of a treatise laid out 
on a large scale, which must include at least one volume 
more of the same size. Final judgment upon it, therefore, 
cannot yet be pronounced. In the plan and arrangement 
of the first volume, it differs in several respects from the 
common procedure of English writers, and indeed from 
that of writers in other languages. In the main, I should 
concur in Marshall’s systematization, except in regard to 
certain points on which, as I shall presently explain, a 
more comprehensive treatment seems to me desirable. 
The volume contains chiefly that which we in Germany 
call general or theoretic political economy, and holds in 
the main to the English traditions in excluding the more 
special or practical aspects of the subject. To me it seems 
desirable that this treatment should be supplemented by 
more of the practical matter. No doubt the future vol- 
ume or volumes will bring the needed additional matter 
on money, credit, foreign trade, but even then presumably 
in part only, since stress will doubtless be laid chiefly 
upon the theoretic aspects of the questions. It is my 
belief that the scope of theoretic economics can be advan- 
tageously widened, on the German model, by a systematic 
discussion of economic policy in regard to agriculture, 
trade, and industry. Further, the discussion of questions 
of policy in regard to money, coinage, credit, banks, insur- 
ance, transportation, should find a place, with some detailed 
consideration of historical development, of statistics, and 
of legislation, and with a comparison of the conditions 
of different countries. Theory and policy in finance 
should receive a similar treatment. It is only in this way 
that theoretic or abstract political economy receives the 
needed enlargement by the presentation of concrete mat- 
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ter. The reproach urged against the usual treatment of 
the subject by English economists, that it yields only 
abstract results and vague generalizations, will then disap- 
pear. Not “practical” political economy alone, such as 
the younger German historical school is disposed to con- 
tent itself with, nor theoretic political economy alone, 
such as is usually offered in England, but the two to- 
gether form political economy as a science. This mode 
of treating the subject, which has been common in Ger- 
many since the days of Rau, deserves more general imita- 
tion in foreign countries. 

Marshall’s theoretic discussion follows, as a rule, the 
lines of the mathematical treatment of Cournot and others, 
more particularly in his discussion of the doctrines of value, 
cost, exchange, and distribution. I would not deny that 
this mode of treating the subject has its justification, nor 
that there are advantages in the use of diagrams and of 
the formule of the differential calculus. But I do not 
believe that this mode of treating the subject has an inde- 
pendent value of its own for solving our problems. In- 
deed, Marshall himself admits as much. He has used 
diagrams and formule only for purposes of illustration 
and for greater precision of statement. He says, with em- 
phasis, that his reasoning is independent of these aids, 
which, indeed, have served him mainly for clarifying his 
own thought.* He therefore excludes the diagrams and 
formule entirely from the text, and relegates them to foot- 
notes and to the appendix. Whether it was necessary to 
make use of them even to this extent in a work like the 
present, I would leave undecided. 

This first volume is divided into six books, some of 
which, as the nature of the subject makes inevitable, are 
much longer than others. 

The first book, of eight chapters, gives a preliminary 
survey. In the introductory chapter we find, among 


* Preface, p. 11; see also p. 148. 
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others, the proposition that the main characteristic of 
modern industry is not free competition, but free industry 
and enterprise,—a distinction which I am not disposed 
entirely to accept. In the second and third chapters, 
which treat of the growth of free industry and enterprise 
with particular reference to England, and in which the 
great historic phases of growth are admirably sketched, I 
have been struck by a consideration which has indeed 
forced itself upon me throughout the book. Marshall, like 
many other English writers, seems to me not to lay suffi- 
cient stress upon the favorable natural conditions in which 
its insular position has placed his country. In the cen- 
turies since the discovery of America, the situation of the 
British Islands, as compared with that of the continental 
countries, and especially Germany and Italy, seems to me 
to have been a factor of prime importance in bringing 
about the more prosperous economic development of Great 
Britain. Not an enemy appeared in the country: military 
expenditure absorbed a very much less proportion of its 
strength, and yet it was sufficiently protected. With 
political resources of no great strength, the country was 
able to develop its enormous colonial possessions ; while 
the continent, and Germany in particular, was in a per- 
petual state of war. Consider what Germany, France, 
and Italy have suffered since the days of the Reformation, 
and how great have been the burdens on Germany because 
of its unfortunate geographical position, between bitter 
enemies like the Russians and the French! England 
knew no such evils. In our own day it dares not permit 
a tunnel to France under the Channel, for fear of the red- 
trousered gentry. To its geographical position and nat- 
ural security England owes more than to the undeniable 
energy of the Anglo-Saxon race. English authors should 
not fail to remember this point. Again, I am not quite 
able to agree with Professor Marshall in what he says of 
German business men as compared with Englishmen.* 
* At p. 249. 
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Indeed, he finds occasion to give praise in several places to 
the German merchant, who, though supported by the politi- 
cal resources of his country much less than the British 
merchant, yet has been able to attain a dominant position 
in foreign countries. Surely, this shows that the Germans 
do not lack the special virtues of private industry,— its 
vigor, its elasticity, its resource. A great captain of 
industry like Krupp has few rivals even in England. On 
the other hand, I am unable, judging from our own experi- 
ence, to concur in the praise bestowed on the German Jew, 
whether in economic theory or in industry. In the intel- 
lectual field, as in others, the Jew is much more apt to 
be a middleman than an original producer; and in Ger- 
man industrial life his activity is generally harmful. So 
in theoretic socialism: Lassalle, for example, was not orig- 
inal, but borrowed, as he himself confesses, the best of 
his thought from the German Rodbertus. On the other 
hand, I concur fully in what Marshall says of German- 
political economy, and of the one-sided development it has 
sometimes showed: the praise which he gives to the “ brill- 
iant genius” of Hermann is fully deserved, although it 
is just now the fashion in Germany not to estimate at his 
just value this incisive thinker. 

In chapters five, six, and seven of the first book, eco- 
nomic method, economic motives, and the nature of 
economic law are discussed in a manner which seems to 
me in all essentials entirely sound. My criticism would 
be that these chapters were too short, when compared 
with the voluminous treatment of other topics. It is true 
that the methods of induction and deduction, which Mar- 
shall rightly concludes to be mutually dependent on each 
other, are not peculiar to our subject, but are the common 
property of all sciences. Nevertheless, the mode of their 
application in different sciences must be different. But 
on this topic Keynes’s book is an excellent supplement to 
. Marshall’s. I agree entirely in what is said of Comte; 
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namely, that he was right in emphasizing the unity of 
social phenomena, but wrong in rejecting the separate 
study of certain classes of these phenomena. The younger 
German historical school is guilty of confused thinking 
upon this point also; and its extreme opposition to the 
abstract political economy of writers like Ricardo is in 
part a consequence of this confusion. I should be dis- 
posed to make some criticisms of the discussion of eco- 
nomic motives and economic laws, but they would carry 
me too far. ‘In the main, I agree with the author; as, for 
example, in the important note correcting some miscon- 
ceptions of German economists, and in another important 
passage * to the effect that economic laws are not more 
hypothetical than those of the physical sciences. Among 
some of the hot-heads of the younger German school it has 
come to be the tone no longer to speak of “economic 
laws” at all, that being unscientific! 

The second book considers some “ fundamental notions,” 
and in part follows closely German writers, more particu- 
larly Hermann. Among more recent German writers the 
works of Professor Neumann of Tiibingen might have 
been used with advantage. It would again carry me too 
far to set forth wherein I differ with the author in this 
critical field. I may mention that it seems to me expe- 
dient, and sound in principle, to undertake a connected 
discussion of these questions of terminology, differing 
therein with the younger German historical school, which 
would entirely exclude such discussions. My main criti- 
cism would be a consequence of the stimulus which I have 
received in this matter, as in many others, from Rodbertus, 
and which shows itself in part of my own Grundlegung. 
It is that in the whole series of concepts we must distin- 
guish between the purely economic point of view — the 
logical or abstract point of view —and the historical and 
legal point of view. I think such a distinction of funda- 


* Pages 80, 90. 
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mental importance for the solution of practical and theo- 
retical controversies ; for example, in the discussion of the 
whole subject of socialism. Marshall touches the point 
but briefly.* An old mistake seems to me to recur in 
Marshall, in the wrong definition of the term “net in- 
come,”—a mistake which results partly from the failure 
to distinguish sufficiently between the industry of the 
people as a whole and the industry of any private in- 
dividual. I should be disposed to hold fast to what Her- 
mann, Schiffle, and Schmoller have insisted on, that 
“income” is coextensive with what is ordinarily called 
“net income,” and that the net produce or income of any 
social group (for instance, that of the community as a 
whole) is not to be ascertained by deducting from the 
gross produce, in addition to what is necessary for replace- 
ment of capital, the expenditure which is necessary to 
maintain the numbers and efficiency of the population. 


The expenditure necessary for maintaining the working , 


population is in truth a most important part of the net 
income of the community. What the individual business 
manager pays out for wages and interest forms part of his 
expenses, but for the community as a whole these ex- 
penditures represent part of its income.f 

Marshall’s third book begins at once the separate discus- 
sion of demand, production, and similar topics of detail. 
I confess that I find here the same gaps which seem to me 
to exist in the writings of English economists and in those 
of the older writers of Germany and the continent. To 
my mind, a series of fundamental discussions should be 
inserted at this point. There should be a consideration 
of industry in general ( Wirthschaft), of the industry of a 
given community, of population and industry in their mut- 
ually dependent relations, of the organization of industry, 
the State, and the legal foundations which underlie indus- 


* Page 136, 
+See my Grundlegung, second edition, §§ 83, 84. 
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trial life, slavery, freedom of person, the law of property.* 
In Marshall’s book, as in that of most previous systematic 
writers, discussions of this sort are either entirely omitted 
or else not put in the proper place. The latter mistake 
is made most frequently with the doctrine of population. 
I made it myself in former years in the plan of my 
University lectures. Marshall enters on the topic in his 
fourth book (on “ Production or Supply ”), and, I may note, 
treats it admirably, with wide use of practical material. 
The discussion there runs through three chapters, under 
the title “Supply of Labor.” No doubt the doctrine of 
population is important for the discussion of the supply 
of labor; yet the point of view seems to me wrong. It is 
open to the objection, so often brought against the older 
mode of treating the subject, that the laborer is regarded 
as a means for production, not production as a means for 
the laborer. Human life and human development are, 
after all, the objects of all production, even though man 
as a laborer, on the other hand, is a means for production. 
The first point of view should be the more prominent, 
and the doctrine of population should therefore be given a 
dominant position in the discussion of fundamental prin- 
ciples. It should be part of the basis of the entire doc- 
trine of production and distribution, considered in its 
relation to the interest of the community both for the 
production and for the distribution of wealth: Then 

* These discussions, and the closely connected discussions of fundamental 
notions, I have gathered in my own economic treatise, under the title of 
Grundlegung. But this part of the work, even in the second edition of 1879, 
has still gaps and mistakes in arrangement, which I propose to remedy in the 
third edition, now in hand. More particularly, as my opinions now stand, it 
seems to me desirable at the very beginning to enter more fully into the consid- 
eration of human nature, its impulses and motives, and to do this more in 
detail than Marshall has done it in the sixth chapter of his first book. Then, 
in proper order, will come the discussion of method and plan, and the more 
complete elucidation of the doctrine of population and of the relation between 
population and industry. The absence of this last topic is the most conspicu- 
ous fault of my work as it now stands. I propose to remedy it by paragraphs 
inserted between the present chapters on Industry and the Organization of 
Industry. 
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may come discussions of demand and of income, consid- 
ered from the point of view of distribution, such as I have 
endeavored to contribute in the second edition of my 
Grundlegung (pp. 1384-480). 

Barring a few incidental remarks, Marshall says noth- 
ing of the organization of industry, or of law and the 
legal foundations of society. Discussions of these topics, 
as of the doctrine of population, seem to me to belong 
with special propriety in the domain of theoretic political 
economy. They prepare a foundation for everything that 
follows, including the laws of production and distribution. 
Like most English economists, Marshall treats private in- 
dustry, and that organization of industry which rests on 
private property, as matters of course, given by “ nature,” 
so to speak; treating the institution of property as some- 
thing absolute or purely economic, and not as something 
which has developed by historic growth. To my mind, as 
economic science stands now, this treatment no longer , 
suffices. The stimulus given by the historical school has 
done something to make a change necessary; still more 
has it been made necessary by the attacks of socialism. 
As Professor Marshall, treats it, political economy is still 
limited to the investigation of production, exchange, and 
distribution under the system of private industry and of 
free competition. Too little attention is paid to the his- 
toric development of industry, and to those developments, 
already foreshadowed for the future, beyond the system of 
simple free exchange and private industry,— changes not 
towards socialism, but towards something which resembles 
socialism more closely than it does the present régime. 
Perhaps the Englishman or American will object that this 
is the point of view of the German State socialist, who is 
used to government intervention and disposed to favor it, 
is habituated to State railways and other forms of public 
enterprise. Perhaps; but at least it is the conviction of a 
German economist who has found in British and American 


| 
> 


334 QUARTERLY JOURNAL OF ECONOMICS 


experience, under the system of free industry and enter- 
prise, the strongest arguments in favor of his position. 

In his fourth, fifth, sixth, and seventh books, Marshall 
discusses the doctrines of production or supply, the equi- 
librium of demand and supply, cost of production, and 
value, or distribution and exchange. These books take 
up much the greater part of the volume, running from 
page 147 to the close; they are rich in thought and clear 
in analysis, and enter far into the more refined details of 
the subject. The general treatment, excellent through- 
out, is to my mind most valuable in two points. First, 
it sets forth the true relation between the theory of 
marginal or final utility, as developed by Jevons, Menger, 
and Béhm-Bawerk in its bearing on “demand-value,” 
and the doctrine of cost of production in its bearing on 
“supply-value.” Secondly, it maintains, though it ad- 
vances and refines, the doctrine of cost of production 
itself. I am not disposed, it is true, to attribute to the 
doctrine of final utility the importance which is ascribed 
to it by its authors. In many respects, I agree with what 
Dietzel says in his attack on it in Conrad’s Jahrbiicher 
for 1890; though Dietzel again seems to me to go too 
far. Marshall seems to me to hit the just mean. The 
importance of the doctrine for the analysis of demand 
is recognized, and it is admitted that,in the usual state- 
ments of the doctrine of cost of production, the nature 
of demand has not been sufficiently considered. But, 
on the other hand, so far as supply and the final adjust- 
ment of price are concerned, the dominant importance 
of the doctrine of cost of production is maintained. The 
influence of cost of production, the mode in which it 
makes itself felt, the analysis of its detailed working in 
practical affairs, are treated with much acuteness, and 
to my mind with entire conformity to the facts. In the 
book on “ Demand or Consumption” there are also acute 
details, such as, for example, the analysis of consumer's 
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rent.* The book on “Production or Supply” is long, 
and naturally contains matter of a more concrete sort. 
The law of diminishing returns is stated admirably. This 
is one of the laws which the German historical economists 
occasionally treat as an antiquated remnant of the scho- 
lastic and dogmatic treatment of early writers. In the 
controversy between Ricardo and Carey, Marshall seems 
to me again to hit the just mean; though, as mentioned 
above, I am disposed to concede less weight to Carey’s ob- 
jections than Marshall does. So, in the discussion of the 
Malthusian doctrine, I should concede less to the oppo- 
nents of Malthus; though Marshall holds fast to the 
fundamental points. The suggestion that fecundity will 
decline with increasing activity of nerve and brain seems 
to be not so well supported by the evidence as Marshall 
assumes.t 

In the chapter on “The Growth of Wealth,” the absti- 
nence theory is replaced by a theory of “waiting.” This. 
is an improvement; yet even this solution of the problem 
has not quite satisfied me. Here, again, I should be dis- 
posed to bring out more sharply the distinction between 
individual capital and property, and social capital and prop- 
erty, and to carry the analysis of the rise and accumula- 
tion of property to its simplest and decisive elements, 
considering both the purely economic factors and those 
which rest upon historical and legal conditions. There 
is much excellent and pertinent matter in the extended 
treatment of industrial organization, with its concluding 
chapter upon the law of increasing as contrasted with that 
of diminishing returns. I confess that I still have doubts 
in regard to what is said,f in the discussion of the forces 

* At p. 175. 

+ At p. 233. The remark, made incidentally, at p. 246, in a discussion 


of nervous strength, about the performances of a Berlin University corps 
during the war of 1870-71, must rest upon some mistake. There was no such 


corps. 
t At p. 378. 
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counteracting the law of diminishing returns, of the cer- 
tainty of securing a supply of food by importation. How 
far it may be possible to assure an adequate supply in this 
way must depend on the peaceful or hostile disposition of 
foreign nations, and not least on their disposition to accept 
manufactured products in return for food. The con- 
ditions under which this exchange can be effected, and 
the state of international competition, must affect the effi- 
cacy of the counteracting force. Can Great Britain safely 
be so optimistic in this regard, under the conditions which 
prevail at the close of the nineteenth century ? 

In the fifth book, the equilibrium of demand and sup- 
ply is considered: in the sixth, cost of production is 
again taken up. The author offers much that is new, or 
has not been sufficiently considered hitherto, especially in 
the more careful consideration of the element of time. 
The final result is not so much a correction as a better 
and more refined statement of the doctrine of cost of pro- 
duction in its relation to price. Some of the vulgar objec- 
tions — which, though usually superficial are yet brought 
forward not only by the so-called practical men, but by 
some of the less acute writers on theory —are sufficiently 
disposed of. Of most importance are the discussions of 
“normal” demand and supply and their equilibrium. 
Valuable light is often thrown in these discussions upon 
practical questions, as, for example, in the chapter upon 
the theory of monopolies. The doctrine of rent and of 
quasi-rent is carried to farther details, Ricardo’s doctrine 
being maintained, but extended. In these chapters the 
point of view is often similar to that of Mangoldt and 
Schiiffle. I agree with Marshall almost everywhere. He 
has distinctly extended the more refined theory of these 
important and indeed decisive questions. His treatment is 
a telling example of what can be achieved by his method 
of speculative deduction,— the adequate solution of prob- 
lems which, partly from their very nature, and partly be- 
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cause of the unmanageable mass of the inductive material, 
cannot be solved by the method of historical and statisti- 
cal induction. This part of the book, which offers much 
that is new, is brought to a close by the admirable, just, 
and convincing’ note on Ricardo’s doctrine of cost of pro- 
duction, to which I have already referred. 

The volume ends with a seventh book on “Value, or 
Distribution and Exchange,” which runs through two hun- 
dred pages. It begins with several chapters containing a 
preliminary survey, and then enters on the successive dis- 
cussion of Wages, Interest, Earnings of Management, and 
Rent. These topics are treated by considering in detail 
demand and supply in relation to each of them. The sep- 
aration of interest from earnings of management, and of 
the capitalist from the manager, is here brought out more 
sharply than has been customary in English writings, fol- 
lowing in that regard the German example. The result is 
that many topics are better explained and more clearly set. 
forth. Iam unable to accept the conception of the “na- 
tional dividend,” very much in the sense in which the 
Germans speak of national income or clear income ;* but 
this difference of opinion is connected with the whole 
topic of the place of wages in the national income, of 
which I have already spoken. Of particular importance 
is the note on the wages-fund theory and on Mill’s funda- 
mental propositions on capital.t I agree with Marshall 
when he says that the whole question whether the wages- 
fund theory be true or not is largely a question of nomen- 
clature. As against Thornton, George, and the apostles 
of trades-unions, I believe that the wages-fund theory, 
rightly stated and rightly understood, is at bottom true; 
but I should add the qualification, to which Hermann 
called attention, that the payments by those who demand 
the finished goods form the source from which, in the long 
run, the capitalists are enabled to employ labor, or to 
maintain a demand for labor, from their wages fund,— 


* Page 560. + Page 567. 
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that is, from that part of their capital which, as matters 
stand at any given moment, must be devoted to the pay- 
ment of wages. The falsity of the wages-fund theory 
lies only in that version of it in which the amount of the 
fund, and so of total wages, is said to depend simply upon 
the good will of the capitalist and manager, and is stated 
as an absolutely fixed and rigid quantity. The whole of 
this seventh book gives further confirmation to what I 
said in discussing the fifth and sixth books, in regard 
to the value and success of the author’s method. On 
some points I might have occasion to enter into criticism ; 
but space forbids. 

The concluding chapter, which treats of the Influence 
of Progress upon Value, seems to be in part unduly op- 
timistic. We may grant, unreservedly, that recent eco- 
nomic changes have brought about an absolute improve- 
ment in the condition of the masses; but is this true of 
their relative condition? Is there not a danger, especially 
in England, and from the very working of free competi- 
tion, that what is sometimes called the pyramid of distri- 
bution may be changed to that deformed shape which 
Rodbertus predicted,—a great head standing for the 
upper class, a puny neck for the middle class, a swollen 
body for the lower class? But with this question I recur 
to that social conception of even the strictly theoretic 
parts of political economy which Marshall and most of 
his countrymen doubtless would be disposed to reject. 

In sum, this first volume establishes in just and admi- 
rable fashion the continuity between classical English 
political economy and the science as it must stand to 
satisfy the demands of the present. It marks no revolu- 
tion, but a progress, made with due regard to every ad- 
vance in the science. Let us hope that the second volume 
will follow at an early date. 

Dr. ADOLF WAGNER. 
BERLIN, February, 1891. 
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THE GILD MERCHANT IN ENGLAND.* 


There is no side of English history which is more fascinat- 

ing, and none which is more obscure, than the story of our 
.English towns. Every point connected with them is keenly 

contested. There are not a few which bear witness from the 
plan of their streets and the materials of some of their fabrics 
to the fact that a Roman city once stood on the spot where an 
English town now flourishes. Some of the existing arrange- 
ments in English towns, such as the division into parishes, are 
of such remote antiquity that they seem to lead us back to 
the time when Britain was a Roman province. But, on the 
other hand, there is no conclusive evidence of continuous and 
unbroken social life through the storm of the English invasion 
in any of these places. It is perhaps the better opinion that 
the history of English towns begins in the latter part of thé 
Saxon period, and that the trade and industry which called 
them into being were chiefly due to the enterprise of those 
Danes who have left such a deep mark on the ecclesiastical 
and constitutional history of many cities. 

Since the origin of English towns is still a subject of dis- 
pute, it can hardly be a matter of surprise that the history of 
their development should be so little known. Hitherto there 

‘has been but one great worker in this field. The history of par- 
ticular towns has indeed received careful attention in number- 
less county histories; but their authors have not infrequently 
been more interested in genealogy than in the growth of insti- 
tutions, and they have failed to notice or to call attention to 
the features in the history of their own towns which best 
served to illustrate the history of municipal life in England. 
Hitherto the name of Madox has stood alone as that of the 
one investigator who has tried to draw from the surviving 

*The Gild Merchant: A Contribution to British Municipal History. By 


Charles Gross, Ph.D., Instructor in History, Harvard University. 2 vols. 6vo. 
Clarendon Press, 1890, ta 
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records a clear account of the growth of English towns, by 
comparing the condition and obligations of different bodies 
throughout the realm ; and, of those who have followed him, it 
is not too much to say that, so far as this side of English his- 
tory is concerned, they have not pursued their researches fur- 
ther, but have been content tg copy the Firma Burgi, while 
they have not always even been able to copy it honestly and 
intelligently. In Dr. Gross’s Gild Merchant we have at last 
the work of one who has endeavored to investigate for himself, 
and whose years of industrious labor have resulted in a work 
which marks an epoch in the progress of this branch of histori- 
cal study. It is not to the credit of English scholarship that 
the fields in which Dr. Gross has worked should have been so 
long neglected; and we of the old England may be grateful 
to the newer England for doing for us what we have been 
too supine to do for ourselves, and for doing it so well. 
The materials which Dr. Gross has printed are drawn from 
the municipal documents of the various towns of England. 
Some of them, which were already printed in local histories, 
are here reprinted, often from a better text; but in many 
cases Dr. Gross has given tothe world documents which have 
been entirely unknown and buried in the offices of the town 
clerks. Only those,who have, however fitfully, interested 
themselves in similar investigations, can form any idea of the 
obstacles, physical and moral, with which Dr. Gross must have 
had to contend before he could achieve such a success. The 
English town clerk is a shrewd man of business, who has no 
sympathy for idle curiosity and who has but little interest in 
the documents in his charge, except as they may occasionally 
be referred to in some local dispute about the precise privileges 
or the boundaries of the town. If he does not treat the stu- 
dent who comes to examine the archives of the town as a mere 
pedant who ought to be ruthlessly snubbed, he is apt to as- 
sume that there must be some ulterior motive, and to refuse 
access to the deeds which guard the rights of his employer. 
In any case there may be many weary journeys and much 
tedious correspondence before the student can obtain access 
to these materials at all. Of the arrangement, or want of 
arrangement, among the masses of papers, of the ravages of 
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damp and the dangers of fire, it is useless to speak. But all 
these things go to show the inestimable service which Dr. 
Gross has rendered by facing the difficulties and securing for 
us such an admirable collection of materials. 

He has followed Madox in directing all his investigations 
towards a single point. By starting with the Gild Merchant, 
by accumulating all the information he could obtain respect- 
ing it, and by examining its relation to other civic institutions, 
he has succeeded in s.tting every side of English municipal 
history in a clearer light. There are two matters in regard to 
which he has shown himself specially judicious. He has con- 
fined his researches to English and Irish towns; and; though 
he has not neglected the analogous institutions in Scotland 
and on the Continent (vol. i. pp. 213, 282), he uses them to 
point the contrast with the English Gilds, and not as sources 
from which he can draw direct information. The royal power 
was much more effective in England than in other European 
countries in the Middle Ages; and the internal history of 
English towns was greatly influenced by this fact, as most 
of them came directly under royal influence. Dr. Brentano, 
in his deservedly popular essay on English Gilds, did not 
show the same discrimination; and the crowd of writers who 
have reproduced his conclusions have fallen into the same 
blunder, and have treated the Continental and English evi- 
dence as if the gilds were not merely analogous, but identical 
institutions in all lands. For such an error there will hence- 
forth be no excuse. 

A still more admirable feature of Dr. Gross’s book lies in 
his scholarly accuracy about the use of terms. In regard to 
all more important and disputed phrases he has collected a 
large number of instances of the use of the term in actual 
documents; and he has thus been able to fix on the definite 
sense, or to discriminate the different senses in which various 
words are used. The discussion of the term “ Hanse” (vol. 
i. p. 192) and of the phrase “scot and lot” (vol. i. p. 53) 
are admirable contributions to knowledge. 

The very care which Dr. Gross has taken to keep strictly to 
the evidence before him may, it is to be feared, interfere to 
some extent with the general use of his book. He has denied 
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himself the pleasure of throwing out ingenious suggestions and 
threading the separate facts together on a chain, when he has 
not been able to trace every link of connection. There is, as 
a consequence, an apparent lack of clearness in the disposition 
of the materials he has collected; and the beginner will find 
it not a little hard to get a clear idea of the precise nature of 
the institution about which so much has been written. As he 
closes the book, he may feel that he is quite unable to answer 
the question, What was a gild merchant? This is partly due 
to the manner in which Dr. Gross has treated the functions of 
the gild in his third chapter. He fixes on the trade monopoly 
and the exclusiveness of “narrow-visioned gildsmen” as the 
central point which gives us the very essence of the institution. 
He has accordingly but little sympathy with the associations 
to which he has devoted so much pains. He comments on 
“the fetters with which the English Gild Merchant of the 
Middle Ages, under the guise of a so-called ‘freedom,’ com- 
pletely shackled free commercial intercourse” (vol. i. p. 50) ; 
and he will only admit that “now and then a glimmer of light 
penetrated the darkness of the brethren’s minds, showing them 
that their baneful policy was undermining the foundations of 
their burghal prosperity” (vol. i. p. 51). But, after all, the 
exclusiveness of the gild was merely negative. We want to 
understand the nature of the privileges which the gildsmen 
valued so highly and from which they desired to exclude 
others. The essence of the gild lay in the common rights and 
privileges of those whom it included, and not merely in its_ 
attitude towards those whom it excluded. Dr. Gross has 
collected much evidence bearing on this point; but he has 
failed to bring it to a focus, and to assign it due importance 
in the text of his treatise. 

There are many circumstances under which persons may 
find it convenient to unite for common trading. We see this 
alike in the earliest and latest times. In primitive communi- 
ties, as they have existed in many lands, and survive in India 
now, the community have the first claim on the products of 
the place. Only the surplus goods which no one requires for 
personal use can be sold outside its bounds, the owner receiv- 
ing permission from the headman. Here is a recognition of 
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common interest in regard to the export trade.* Similarly, 
where an enterprise has to be conducted on a considerable 
scale, it may be convenient for various persons to combine in 
an undertaking on which none of them could venture alone. 
Such arrangements as the “conger,” in the book-selling trade 
last century, when the risks of undertaking a work were di- 
vided between so many firms, is a curious instance of the 
revival of common trading. There is, however, one kind of 
business in which such combined dealing has special advan- 
tages. Even in the present day the man who buys on a large 
scale is able to get his goods on advantageous terms; and 
there are inland towns where fish clubs are not unknown, and 
families unite to procure a wholesale supply, which is on its 
arrival apportioned among the members. It is obvious that 
in early times, when a foreign ship visited a port, the towns- 
men would be better served if they agreed that one man 
should buy for all and then divide the purchase, instead of 
competing against one another; + and it thus appears to follow 
that there is a distinct economic gain in combined trading, so | 
far as the purchasing of goods, or the import trade, is con- 
cerned. The Gild Merchant was an institution by which the 
burgesses of a town or a portion of the burgesses were able to 
secure the advantages which accrue from combined trading, 
and especially from combined purchasing. The members of 
the gild would combine to purchase wholesale, and welcomed 
alien merchants who came to sell in gross. But, on the other 
hand, they were eager to retain in their own hands the busi- 
ness of distribution, and jealously excluded all outsiders from 
taking part in the retail trade. 

This practice of combined purchasing by some authority in 


* This view of export trade as giving a vent to our surplus was the dominant 
principle in English commercial regulations from Saxon times till a very recent 
period. Edward III.’s Assize of Wool (Rymer, Fadera, ii. 1225), and the regulated 
trade of. the Merchant Adventurers with the stint on their members, alike em- 
bodied the idea that it was better to keep English commodities at home for the 
use of Englishmen than to sell them to aliens, if they were not prepared to pay 
a fairly high price for our substantial wares. 


+The practice of second-hand booksellers in sending one representative to 
buy at an auction and then dividing up the lots they have secured is another 
illustration of the advantage which may accrue from combined trading in pur- 


chasing goods. 
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a town was practised in many places where there was no gild 
merchant, or where perhaps the gild merchant had ceased to 
be effective. In some cases, a royal officer might conduct the 
transaction: there is a possible hint of this in the Domesday 
customs of Chester: “Si habentes martrinas pelles juberet pro- 
positus regis ut nulli venderent donec sibi prius ostensas com- 
pararet. Qui hoc non observabit xl. sol emendabit.”* And 
Dr. Gross gives a whole series of illustrations of common town 
bargains in later times. The earliest of these is from the 
Statute of Kilkenny in the fortieth year of Edward III., which 
was “enacted f mainly for the regulation of the sale of vict- 
uals brought to any port or town of Ireland. It ordered that 
the mayor, sovereign, or other chief officer of the town should 
call before him two of the most discreet men of the place, as 
well as the merchant to whom the said wares belonged and 
the sailors of his ship. The merchant and the sailors were to 
state on oath the first cost of the goods, and the expenses of 
transportation. Then the mayor, or chief officer of the town, 
and the two discreet men were to name a price at which the 
wares must be sold.” This arrangement appears to have been 
maintained in such Irish towns as Waterford (1433), Galway 
(1524). There is similar evidence for Thurso and Linlithgow 
in Scotland. The practice does not appear to have been so 
common in English towns, though Dr. Gross calls attention to 
cases in Liverpool (1591; vol. ii. p. 149) and Plymouth (vol. i. 
p- 136). There are several instances from Wales (vol. ii. pp. 
133, 176), and perhaps an additional illustration may be found 
in the story of the bailiff of Caermarthen: “ When there came 
a certayne vessell thether out of England all laden with appells, 
which aforetime was wont to bring them good corne, the towne 
commanded that none should buy the sayd appells upon a 
great payne ; and so the bote stood so long in the haven with- 
out sale or vent, till the appells were putrified and lost. And 
when the owner demanded of the bayliffe of the towne why he 
had stayed his sale and vent, the bayliffe answered againe, 

* Domesday, i. 262, b. 1t is of course possible that this rule was devised to 


give effect to the royal prerogative of pre-emption, but it is at least analogous to 
later official purchases for the townsmen, 


+ Vol i. p. 136. 
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that the sayd vessell came thether to fetch the best wares they 
had in the country, as fryzes, brode clothes, and wooll; and 
insteed thereof hee should leave them in their country but 
appells that should be spent and wasted in lesse than a weeke. 
And sayd, bringe unto us corne or malt, as ye were wont to 
doe (whereof they country hath need), and yee shall be wel- 
come at all times; and yee shall have free vent and sale thereof 
in our porte.” * In these cases, the purchases which were re- 
quired for the needs of the town were made by an official. 

The townsmen of the twelfth and thirteenth centuries ap- 
pear to have been anxious to get rid of the interference of 
officials. They bought their freedom from the interference of 
the sheriff in collecting the farm of the town, and we can well 
believe that the citizens of Chester would be glad to make 
their combined purchases for themselves without the interfer- 
ence of the prepositi of the king and the earl. The granting 
of a Hanse, or a Gild Merchant, appears to have been the grant- v 
ing of the right to do their own buying and to manage their , 
sales to one another. It seems likely that as the fiscal and - 
police authority of the sheriff was transferred to the burgesses 
and their mayor, so the responsibility of regulating trade de- 
volved on the gild merchant instead of being undertaken by. 
a royal official. This is of course mere hypothesis, and not 
matter of fact; but the hypothesis is confirmed both by the 
privileges of the gild and by the earliest complaint which is _ 
made of the conduct of a gild merchant. 

When the regulation of burgh trade was granted to the 
burgesses themselves, or to any portion of them, and they 
were allowed by charter to form a gild merchant, they seem 
to have undertaken for themselves that combined purchas- 
ing which was elsewhere managed by royal or other officials. 
the retail trade in the town for themselves, and they also 
secured a right of pre-emption of goods coming to the town. . 
At Southampton it was ordained that “no simple inhabitant 


* Briefe Conceipt of English Pollicy. Harleian Miscellany, ix. 168. This 
tract, published by W. S. in 1581, was really written thirty years before, and most 
probably by John Hales, See the evidence adduced by Miss E. Lamond, Zng- 


lish Historical Review, 1891 
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nor stranger shall bargain for nor buy any kind of merchan- 
dise coming to the town, before burgesses of the Gild Mer- 
chant, so long as a Gildsman is present and wishes to bargain 
for or buy it” (vol. i. p. 48); and the practice of combining for 
wholesale purchases was long preserved. The most detailed 
information supplied by Dr. Gross respecting such purchases - 
as made by a gild merchant relates to the Holy Trinity Gild 
at Dublin (vol. ii. p. 67); but it is a common feature which 
attracts attention again and again, though in one town the — 
rule applies to one kind of merchandise, in another to another, 
according to the trading connections and the articles of import 
which were specially brought to that place. Chester was the 
chief port by which furs from the north of Europe entered 
England; while on the east coast, at Ipswich and Lynn, there 
was combined purchasing of mill-stones and marble (vol. ii. 
pp. 122, 165), while at Dublin the regulations chiefly applied 
to salt, coals, and iron (vol. ii. p. 65). A survival of the 
practice of making combined purchases long” remained i in the 
right o! of cavil, which existed both in the gilds merchant and 
in | the craft gilds which emanated from them, by which a 
member might claim to have a share in any bargain which 
another gildsman had concluded.* 

This practice of combined purchasing, and the exclusive 
rights to retail foreign goods in the town, were profitable to 
the gild and its members; and in any case where all the bur- 
gesses were members of the gild, and all the inhabitant house- 
holders were burgesses, no great harm would ensue. It is not 
probable that these rules did much to drive away alien mer- 
chants ; for it may be doubted if there were any ports in the 
world they knew which they could frequent by preference, 
and where similar restrictions did not hamper them, though 
the rules doubtless conduced to the extreme popularity of the 
fairs, where the gilds had no authority and where many of the 
aliens were allowed to sell by retail. But the exclusive privi- 
leges would press on any inhabitants of a town who desired to 
purchase foreign goods for use and who were not members of 
the gild merchant. In the time of Edward III. a case in point 


*For Worcester Carpenters in 1723, see Toulmin Smith, Gilds, p. 210. Also, 
generally, Gross, vol. i. pp. 232, 239; vol. ii. pp. 46, 161, 185, 352. 
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cceurred at Derby, where the king’s attorney complained in 
court that some of the burgesses were members of the gild 
and some were not, and that the gildsmen “have. been accus- 
tomed to oppress the people coming to the said town with 
vendible wares, so that no one can sell his wares in the said 
town to any one except to a member of the said society, and 
this at the pleasure of the said buyer.” He likewise alleged 
that they insisted that foreign merchants should only deal 
wholesale, while the regulations for combined trading were of 
a very primitive type. But the real grievance was that the 
profit arising did “not accrue to the advantage of the com- 
munity of the borough, but only to the advantage of those who 
are of the said society” (vol. i. p. 42). The whole story is 
most instructive, and shows the precise manner in which the 
privileges of the gild might come to be oppressive to other 
burgesses. It is thus evident that the proceedings of the gilds 
merchant and their arrangements for trade might prove in- 
jurious to the inhabitants, in so far as they were consumers of 
produce that was brought from outside the limits of the town. 

Much has been said by Dr. Brentano and those who havé 
followed him about another alleged struggle; and the gild 
merchant has been frequently represented as spurning and 
oppressing the workingman who labored with his hands. In- 
deed, the oppressive conduct of the gild merchant is often 
spoken of as the productive cause which gave rise to the for- 
mation of craft gilds; and these bodies, which flourished so 
generally in the fourteenth century, have been represented as 
associations which the artisans formed among themselves, in 
order to secure protection from the grievances imposed on 
them by a wealthy merchant class. It is not the least of the 
services rendered by Dr. Gross that he has laid this “myth” at 
rest forever, so far as English towns are concerned. He has 
accumulated evidence which proves what one or two > other 
writers had suggested, that the fourteenth century craft __gilds 


in England emanated from the gild merchant, and that the 


members of the craft gilds were not drawn from a lower social 
grade, but were themselves members of the local gild merchant. 


In craft gilds the gild merchant was specialized; and, as the 


specialization proceeded, the original gild merchant ceased to 
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discharge any important function as a whole, but continued 
to exercise a potent influence through the various branches 
into which it had been subdivided. So strongly does Dr. 
Gross hold to the survival of the gild merchant in its members 
that b he actually speaks of the decay of towns in the fifteenth 
century as due to the narrow-minded rules of the gild mer-_ 
chant; though there is no evidence of any active regulation 
by th the gild, as a whole, at that date, and the restrictions which _ 
exercised | such a malign influence were brought into operation _ 
by. the e craft gilds. There was no conflict and popular victory, 
such as has been described. When the craft gilds became 
powerful, the gild merchant only survived at all as an effective 
force, in so far as it lived on in the specialized bodies which 
had sprung from it and which had absorbed the different sides 
of its practical work. 

It is a matter for regret, however, that Dr. Gross has not 
discussed at greater length the precise nature and the origin 
of the earlier craft gilds, like the weavers of London, who re- 
ceived a charter from Henry I. Madox has collected evidence 
which shows that there were many of these weavers’ gilds in 
the twelfth century; and it seems impossible to suppose that 
they had, at that early date, originated as specialized bodies 
within established gilds merchant. Indeed, the oft-quoted 
ordinances of Beverley and Marlborough * go to show that the 
weavers had no part or lot in the regular life of the town, and 
that, though in it, they were not of it. What Dr. Gross says 
on this obscure topic is so good that we could wish he had 
said more. As he puts it, the restrictions on these artisans 
were “probably due to the circumstance that they were 
regarded as alien intruders who were attempting to develop 
a comparatively new branch of industry. In later times we 
meet with Dutch and French immigrants, engaged in these 
same occupations, who suffered similar disabilities in some 
parts of England. At Berwick upon Tweed, in the thirteenth 
century, the Flemings are said to have dwelt apart from the 
burgesses as a separate gild” (vol. i. p. 109). This is admi- 
rable; but, in his conscientious adherence to facts pure and * 
simple, Dr. Gross disdains to follow out the hypothesis. It 


* *Riley, Munimenta Gildhalla, vol. ii. p. 130. 
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may not be out of place here, however, to add a few remarks 
which seem to be confirmatory of the opinion he has ex- 
pressed, more especially as they serve to lead us back to the 
interesting but difficult question about the first origin of craft 
gilds. 

J Leaving, then, the fourteenth century craft gilds, which ema- 
nated from the gild merchant and for the most part exercised 
their powers under the supervision of the municipal author- 
ities,* we may turn to consider the history of these earlier 
craft gilds, which appear to have existed in many English 
towns even before the gilds merchant were organized. 

There is much to be said for the opinion that something of 
the nature of a gild merchant existed in Canterbury or Win- 
chester before the conquest, though Dr. Gross appears to 
have abandoned the view that the cnihts’ gilds really had this 
character. Of the pre-Norman existence of the gild merchant 
we can only say that it is unproved; but, so far as I know, 
there is no alleged evidence for the pre-Norman existence of 
craft gilds, while we find indications of a very large number 
of gilds among the weavers and their subsidiary callings, the 
fullers and the dyers, shortly after the date of the conquest. 
But there is a further point. So far as we can gather, weav- 
ing before the conquest was a domestic art. We have no 
mention of weavers as craftsmen. The art was known, but 
it was practised as an employment for women in the house; 
but in the time of the Conqueror and of his sons there was a 
considerable immigration of Flemings,} several of whom were 
particularly skilled in weaving woollen cloth. They settled in 
many towns in different parts of the country, and it seems not 
unnatural to conclude that weaving as an independent craft 
was introduced from the Continent soon after the Norman 
conquest.t 

* When the craft gilds were not thus controlled, their proceedings gave rise 
to complaint, as in the story of the Exeter tailors in the time of Edward IV., as 


told by Mr. Toulmin Smith in his English Gilds, p. 302, For a more general com- 
plaint, see Rot. Parl., vol. ii. p. 331. 


+ Giraldus Cambrensis, Jter Camb., I., xi. 


+ This and the following paragraphs formed part of a paper read before the 
Society for the Protection of Ancient Buildings, June 25, 1890, and printed in 
their report. 
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1 Institutions analogous to craft gilds appear to have existed 
in some of the towns of Northern France time out of mind, 
and some can apparently trace a more or less shadowy connec- 
tion with the old Roman collegia. Putting all these matters 
together, it_appears that craft_organization first shows itself 
in England in connection with a trade which was probably 
introduced from abroad ; and it seems not impossible that the 
Continental artisans not only improved knowledge of 
the art art | of weaving, but certain habits of organization with _ 
them. 

\ ~ Some sort of organization was probably necessary for police 
and fiscal purposes, if for none others. Town life in the Nor- 
man reigns was a curiously confused chaos of conflicting 
authority. In London each ward was an independent unit. 
In Chester and Norwich the intermingling of jurisdictions 
seems very puzzling. The new-comers were not always wel- 
comed by the older rate-payers, and they might perhaps find 
it convenient to secure a measure of status by obtaining a 
royal charter for their gild. Just as the Jews or the Hansards 
were in the city and yet not citizens, but had an independent 
footing, so to some extent were the weavers situated, and 
apparently for similar reasons. They seem to have had status 
as weavers, which they held directly from the king, which 
marked them out from other townsmen, and which possibly 
delayed their complete amalgamation with the other inhabi- 


tants. 


V There is yet another feature about these weavers’ gilds. 


The business in which they were engaged was one which was 
from an early time regulated by royal authority. King Rich- 
ard I. issued an Assize of Cloth, defining the length and breadth 
which should be manufactured.* The precise object of these 
regulations is not clear. They may have been made in the 
interests of the English consumer; they may have been made 
in the interests of the foreign purchaser, and the reputation 
of English goods abroad; they may have been framed in con- 
nection with a protective policy, of which there are some 
signs. But amid much that is uncertain these three things 
seem clear: (1) that there were no craft gilds before the con- 


* Richard of Hoveden (Roll Series), vol. iv. p. 33. 
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quest ; (2) that there were many craft gilds i in connection with 
the newly introduced weavers’ craft in the twelfth century ; 
(3) that they exercised their powers under royal authority in 
a craft which was the subject of royal regulation. 

J So far for weavers. I wish now to turn to another craft in 
which we hear of craft gilds very early,—the bakers. There 
is a curious parallelism between these two callings. In the 
first place, baking was, on the whole, a domestic art before the 
conquest, not a separate employment. In the next place, it 
was a matter of royal regulation. The king’s bakers doubtless 
provided the court supplies; and they gave their experience 
for the framing of the Assize of Bread, under Henry II. and 
under King John.* It may, I think, be said that in both of 
the trades in which craft gilds were first formed there was felt \ 
to be a real need for regulation as to the quality of the goods 
sold to the public; and it also appears that this regulation was 
given under royal authority. But, as the powers of local self-_ 
government increased and were consolidated, there was no need, 
and there was, perhaps, less opportunity, for direct royal inter-_ 
ference in matters of internal trade; and craft gilds sprung up, 
which exercised their powers under municipal, and not under_ 
royal authority. One craft gild of this type, which still exists, 
and which is said to have been formed by the authority of the 
leet in the sixth year of King John, is the Bakers’ Gild at 
Coventry.f It still consists of men who actually get their 
living by this trade, for it does not appear to have received 
so many “ love-brothers” as to destroy the original character 
of the body. It still has its hall,—or at least room,—and 
chest where the records are kept. There are, probably, not 
many other bodies in England which have such a long exist- 
ence, and which have altered so little during all these centu- 
ries from their original character. 

Vv In default of other evidence there are two inferences which 
may be drawn tentatively from the history of these earliest- 
mentioned craft gilds. It seems that the first bodies which 
were authorized to regulate an English industry were con- 


*British Museum, Add. MSS., 14, 252, f. 18, Cambridge University Library, 
Mm. i. 27. 


tFretton, Memorials of Bakers’ Gild in Mid England, p. 121. 
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cerned with a manufacture which had been newly introduced 
into England, and that their gilds were only gradually ab- 
sorbed into the general life of the English towns. From this 
it seems fair to infer that the craft gild was not a native insti- 
tution, but was imported from abroad. But, though this may 
be true of the type, the evidence about the bakers’ business 
seems to throw some light on the manner in which such gilds 
may probably have been formed in the first instance. We 
know of the king’s bakers as the men who devised the reason- 
able ordinances which were embodied in the Assize of Bread. 
Was not one of these early craft gilds, which emanated from 
royal authority, little more than an actual department of the 
royal household, engaged in catering for the requirements of 
the court? The royal bakers laying down the reasonable ordi- 
nances for the baking trade under royal authority are, at all 
events, the very type of the good men of some craft who laid 
down reasonable ordinances for the exercise of that craft 
under municipal authority i in the fourteenth century. Dr. 
Gross rejects the view expressed by Dr. Brentano, that the 
gilds emanated from family groups. But, if family is inter- 
preted in the larger sense of familia, as I believe Dr. Bren- 
tano would now do, the opinion deserves to be most carefully 
considered before it is dismissed. It certainly seems sensible 
to look for the origin of these industrial gilds, not in the for- 
tuitous and unaccountable association of individual workers, 
but in the organized departments of the households of a king _ 
or other great man. Could this opinion be established, we 
might feel that there was a fairly harmonious explanation of 
the real problem in regard to these different types of gilds,— 
how did “private associations,” if they were merely private — 
associations, come to exercise coercive powers?* If the 


* Since we want to note what was distinctive, we need not consider the many 
features in the craft gilds, possibly not so prominent in the gilds merchant, 
which they shared with other organizations. he members united in common 
acts of worship, especially in common prayer and masses for departed brethren. 
Craft gilds, like other gilds, had the character of a friendly society, and gave 
loans to needy brethren or bestowed alms on the poor. Like other gilds, they 
had their feasts, when the brethren drank their gild; and they had hoods, or liy- 
ery, which they wore at their assemblies. Like other gilds, they took their share 
in civic festivities, and provided pageants at considerable cost; but all these 
common bonds, important as they were in cementing men into a real fellowship 


‘ and in calling forth different interests and activities among the members, were 
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earlier craft gilds sprang from the organized departments of 
great households, the origin of these powers is explained; and 
the conflict between the royally authorized craft gilds and the 
burgesses in later days becomes more intelligible. From this 


point of view, the fourteenth century craft gilds may be re-_ 


garded as popular institutions for regulating industry, which 
took over the powers previously exercised by men of the royal 
household; while, on the other hand, the gild merchant ap- 
pears to have been a popular institution, to which was trans- 
ferred the responsibility of regulating trading which had been_ 
previously exercised by the prapositus of the king. 

But we need not press the matter farther. Spinning hy- 
potheses is tempting, and Dr. Gross has shown admirable 
self-repression in resisting a temptation before which so many 
previous workers in the same field have succumbed, But 
hypotheses need not be misleading, if we always bear in mind 
that suggestions are only suggestions, and not ascertained 
facts; and they are not wholly useless, if we are ready to 
return with our speculations and submit them to the tests of 
facts, and thus to set the facts themselves in a clearer light. 


Wma. CunnincHaAm. 
TrinITY COLLEGE, CAMBRIDGE. 


of a pious, social, or charitable character. Their distinctive character lay in ‘ 
the spectal authority they possessed. A gild was not a craft gild unless duly em- 
powered to regulate a particular craft: it might be called into existence for this 
purpose, or an existing gild might be empowered to exercise such functions, 
much as the brotherhood of St. Thomas & Becket was changed into the Mercers’ 
Company. The important thing about a craft gild was that it had been empow- 
ered to exercise authority in a given area and over certain workmen. 7 
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Tue British Association for the Advancement of Science 
will meet this year at Cardiff, beginning August 19. It is 
understood that Dr. William Cunningham will preside over 
Section F (Economic Science and Statistics). The date fixed 
for the meeting will be convenient for American economists 
who may wish to attend; and it is hardly necessary to add 
that they are sure of a friendly welcome, and that they will 
do well to communicate with Dr. Cunningham in advance. 


It is announced that Professor F. Y. Edgeworth, of King’s 
College, London, has been elected to succeed J. E. Thorold 
Rogers in the chair of political economy at Oxford. Professor 
Edgeworth has been well known as one of the few masters of 
the mathematical method in economics, and in the organiza- 
tion of the British Economic Association was made Secretary, 
and also appointed to edit the journal published by the Asso- 
ciation. His present accession to the professorship in his own 
university will be observed with pleasure on both sides of the 
water. 


A NEw monthly, entitled the Social Economist, edited by 
Messrs. George Gunton and Starr Hoyt Nichols and published 
by the Institute of Social Economics in New York, issued its 
first number in March. Its purpose is the study of economic 
science from the standpoint of the laboring classes, apparently 
with no prepossession in favor of any special body of doctrine, 
but with a strong faith that industrial warfare is useless and is 
the result of misunderstood conditions. In its sixty-four pages, 
the opening number has nine articles upon leading topics, 
President Low and Professor A. B. Woodford writing the 
only signed articles. The price is to be two dollars a year. 
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Le Monde Economique, of which the first number appeared 
in Paris at the beginning of January, is a weekly paper de- 
voted to economic, financial, and industrial questions, edited 
by M. Paul Beauregard, aided by a committee of which M. 
Léon Say is chairman. Several well-known French econo- 
mists are contributors to the new publication, which is liberal, 
progressive, and catholic in tone. It is apparently intended to 
fill a place not unlike that now occupied by the Zconomiste 
Frangais of M. Leroy-Beaulieu, but probably owes its origin 
to a desire to bring to bear upon economic and financial dis- 
cussions a somewhat greater variety of views and of writers, 
than can find expression in the journal so long in possession 
of the field. 


Tue French budget for 1891 has made an important change 
in the real property tax, by making the final separation be- 
tween the tax on propriété bdtie and propriété non bdtie. The 
latter continues to be taxed, as formerly, by the apportionment 
among the departments and communes of a certain principal 
sum to be raised, and by the levy upon every locality for its 
quota without respect to rate. The propriété bdtie is now to 
supply its part of the tax for national purposes by being taxed 
on its letting value, at a uniform rate of 3.20 per cent., with 
due allowance for wear and tear, according to a decennial 
valuation. 

In the last few years a thorough investigation of the pro- 
priété bdtie throughout France has been made by the adminis- 
tration of the direct taxes, and of this investigation a valuable 
study has been made by M. de Foville in the Zconomiste 
Frangais for October 18, December 27, and January 17, A 
careful statement of the results of investigation as to the num- 
ber, value, and occupancy of the buildings constituting the 
propriété bdtie of Paris, with illustrative maps, was given in 
the Bulletin de Statistique et de Législation Comparée for 
September, 1890, page 338. The same journal has collected 
the provisions as to the taxation of built property in a large 
number of foreign countries, in its issues for September and 
November, 1890, and January, 1891. 
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Apam Samira, in his “ Digression concerning the Variations 
in the Value of Silver” at the end of Book I. of the Wealth 
of Nations, two or three times cites the authority of “Mr, 
Meggens,” said to be author of the Universal Merchant and 
its Postscript. Sir James Steuart also cites “Mr. Megens” 
as a “very knowing man” and judicious author then lately 
dead. 

It may save loss of time and labor for some reader if the 
fact is noted here that the author cited by Smith and Steuart 
is Nicholas Magens, and that his work, written in German, 
was published in its English translation without his name, but 
with a dedication written by William Horsley, under whose 
name the book is apt to be catalogued. 

Kayser, in his Bucher-Lexicon, gives the title of a later 
German edition as follows :— 

Magen, Nik]. allgem. Kaufmann, worinnen das Theoretische 
u. Praktische der Handlung erhalten ist. 4. Berl. 1762. 

The title of the English translation is,— 

The Universal Merchant: containing the Rationale of Com- 
merce, in Theory and Practice; an Enquiry into the Nature 
and Genius of Banks, their Power, Use, Influence and Effi- 
cacy: the Establishment aud Operative Transactions of the 
Banks of London and Amsterdam, etc. 

London: 1753. [4to. pp. xxii. and 131.] 

No author or editor is named on the title-page, although the 
initials N. M. are signed to a few of the English notes; but, 
in the dedication, Horsley speaks of the book as “the per- 
formance of a Foreigner resident among us.” 

Three years later appeared what Adam Smith calls the 
Postscript: — 

Merchant. By N. M. 

London: 1756. [4to. pp. 34.] 

Both the Universal Merchant and the Farther Explanations 
are entered in the catalogue of the British Museum Library, 
under the name of Horsley, who is also described there as 
“ Author of the Universal Merchant”; and Watt, in the Bidii- 
otheca Britannica, also credits Horsley with the Universal 
Merchant. The real name of the author Adam Smith appar- 
ently gave from memory, but disguised it by misspelling. 
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THE SINGLE TAX AND THE IMPOT UNIQUE. 


I ask leave to record a protest against the criticism (in the 
last number of this Journal) of the identification by M. Charles 
Gide of the system of Mr. Henry George with that of the 
Physiocrats. I think an important mistake is made in saying 
that, while the Physiocrats “treated the private ownership of 
land as part of the natural order of society,” the essence of 
Mr. George’s system is “that private property in land is un- 
just, the cause of most economic evils, and therefore to be 
practically abolished by the agency of t..xation.” 

Mr. George, no doubt, believes that the inherent rights of 
men in the land are paramount over every individual title, so 
that if in the progress of knowledge a method of landholding 
is discovered, by which the inherent rights of all would be 
more fully secured, individual titles ought to give way suf- 
ficiently to allow the adoption of such method. This is the 
ethical and jural principle on which is based the conclusion — 
so dishonest in the estimation of those who have not seized 
the basis of the argument — that compensation to landholders 
is not a debt of justice. But he has never proposed that the 
human race should become nomads again, nor that they should 
use land in common. His system contemplates exclusive and 
continuous individual occupation of land, and, if that, then, 
necessarily, also private property in land. 

No doubt, also, there are many passages in Progress and 
Poverty which, standing alone, would warrant the inference 
that private property in land was the object of his attack. 
But that book was not constructed merely for the purpose of 
explaining, in a systematic way, to willing and docile minds, 
what Mr. George conceived to be the truth. The more difficult 
purpose was to arrest attention, to excite interest, to provoke 
discussion, to divide opinion, to unsettle prejudice, to pierce 
the crust of usage and cause traditionary ideas to be scruti- 
nized and tested; and for this the cautious reserve and preci- 
sion of the scientific method of statement might have been a 
hindrance rather than a help. His real meaning is to be found, 
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not by isdlating and analyzing particular passages, but in the 
general drift and tendency of his whole work. Perhaps the 
best single test is his practical proposal, which is, by annual 
or other short-interval taxation, to appropriate land values 
to} common uses. By “values” he means exchange values. 
Who would buy land unless he could get a title? How can 
a parcel of land have an exchange value unless some one owns 
the right to exclude others from it? And is not the right 
of exclusion the essence of private property? Evidently, 
Mr. George’s proposal deeply commits him to the mainten- 
ance of private property in land. 

The catch is in using the words “private property in land” 
as if they had a single, precise, and definite content, whereas 
few words (hardly even the terms “value” and “self-in- 
terest ”) are of so elastic and fluctuating a meaning. Private 
property in land may be conceived of as full, enduring for- 
ever, unconditioned, or subject only to such conditions as we 
are accustomed to. In this sense, Mr. George does think that 
it is unjust, and he would abolish it. But, in this sense, the 
Physiocrats did not treat it as part of the natural social order; 
for they would have imposed on land, wholly or mainly, the 
burden of government. Or private property in land may be 
conceived of as subject to an indefinite number and variety of 
conditions. In this sense, Mr. George would not abolish it. 
His aim is to establish it on just conditions. And that ap- 
pears to have been the aim of the Physiocrats also. 

The éguivogue is well illustrated by the maxim of Mercier 
de la Riviére, which is cited in the Journal’s criticism to 
show what a Physiocrat would have thought, had he found 
himself classed as a forerunner of Mr. George, and which is 
to the effect that, as one of the purposes of taxation is the 
protection of property, taxation must not be made destructive 
of property. This maxim is sound, if by “ property” is meant 
only that which is justly such. So interpreted, Mercier de la 
Riviére would have found Mr. George admitting it. The only 
difference between them, if any, would have been on the de- 
tails of the application of it; and Mercier de la Riviére would 
not have had reason to question M. Gide’s classification. But 
the maxim is not sound, if “ property” be deemed to include 
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that which is not justly such (e.g., property in land as we now 
have it, property in human beings as not long ago we had it, 
property in governmental offices and functions as the French- 
men had it prior to 1789). So interpreted, Mr. George cer- 
tainly would not admit the maxim. But what ground is there 
for thinking that Mercier de la Riviére would have considered 
this interpretation a fair test for determining whether he was 
the forerunner of Mr. George or not? While claiming a 
large field for the application of his maxim, would he not have 
admitted what seemed to Chief Justice Marshall undeniable 
(M Culloch vy. Maryland, 4 Wheaton, 431), that “the power 
to tax involves the power to destroy”? 

But, while (as it seems to me) Mr. George and the Physio- 
crats are by no means so far apart as the Journal in its criti- 
cism of M. Gide would put them, it does not follow that M. 
Gide is right in regarding their systems as identical. The 
impét unique appears to be practicable only as a specific tax. 
It would bear no more on cities than on farms, and no land 
would be exempt except such as would fail to yield any net 
product on cultivation. Mr. George’s single tax, on the other 
hand, is an ad valorem tax. It would not touch any land, 
however large the net product might be, unless and until such 
land (apart from improvements) had an exchange value. It 
would bear heavily on cities and lightly on farms. Its cen- 
tral idea, from the economic standpoint, is economic rent, 
which was not discovered and made generally known till long 
after the time of the Physiocrats. (Walker, Zand and its 
Rent, p. 32.) 

B. Ciarke. 
New York, January 13, 1891. 


Eprroriat Norte. 

Certainly, no evidence is needed to show that the Physio- 
crats looked upon property in land as a part of the natural 
order of society, meaning by property not a mere right of 
occupation, but individual ownership of the land and its prod- 
uct, as recognized by the law then and now. They made 
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their meaning too plain in that respect for any serious doubt. 
It seems to our correspondent, however, that their proposition 
of a single tax conflicted with this; “for they would have 
imposed upon land, wholly or mainly, the burdens of govern- 
ment.” A little examination, however, will show that, in the 
opinion of the Physiocrats, all taxes, however laid, ultimately 
fall upon the land, as the only source of wealth and hence of 
revenue; and they therefore contended for an impét unique 
which should draw directly from that source, not for the sake 
of throwing upon land any new burden, but as a better adjust- 
ment of the inevitable burden. 

Mr. George’s views, notwithstanding the doubts suggested 
by our correspondent, appear to be as clearly defined as those 
of the Physiocrats, but radically different. After making all 
possible allowance for rhetorical exaggeration, the main argu- 
ment of Progress and Poverty seems to us unmistakable. 
Book VI., “The Remedy,” and Chapter II., “The True Rem- 
edy,” sum up the argument of the first half of the work, and, 
not to quote isolated passages, will be found by any reader to 
present the conclusion that the abolition of private property 
in land and the substitution of common ownership of it is 
the cure for existing evils. Book VIII., “ Application of the 
Remedy,” and Chapter II., “How Equal Rights to the Land 
may be asserted and secured,” will be found to present the 
confiscation of rent by exclusive taxation as the most conven- 
ient, effective, and least revolutionary method of making land 
common property, and leaving to its present owners the mere 
right of occupation. We can extract from Progress and Pov- 
erty no other meaning than this, and no meaning like this can 
be extracted from the writing of the Physiocrats. M. Gide 
appears to us, therefore, to have been misled by the superficial 
resemblance of Mr. George’s tax on land to the impét unique, 
and to have assumed identity of system, possibly without 
fully acquainting himself with the argument of Progress and 


Poverty. 
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THE CAUSE OF INTEREST. 


A helpful discussion of the nature and laws of capital and 
interest has been carried on in the Quarterly Journal of Eco- 
nomics for several years, but I think no one will claim that 
such a satisfactory explanation of the cause of interest has yet 
been reached as to justify the closing of the investigation. 

The problem, in simple form, is this: Why is the surety of 
$105 at the end of a year worth but $100 now? 

In the last number (p. 247), Professor Giddings sums up the 
explanation of Professor Béhm-Bawerk* in the following as- 
sumptions, as he calls them : — 

(1) That mankind generally esteem present pleasure above 
future pleasures, including those derived from the consump- 
tion of goods; (2) that different estimations of present and 
future pleasures derivable from goods are the same thing as 


different estimations of the present and future goods them-. 


selves, and not only so, but that they are the same thing as 
different estimations of goods obtained, and to be obtained, 
through the process of capitalization. 

Professor Giddings objects to the second assumption, and, 
finding the first inadequate, supplements it with the following 
explanation : — ° 

If there is no possible way of capitalizing wealth or creating capital 
without, for the time being, increasing the arduousness or the duration 
of labor, though men should value present and future pleasures as such 
in exactly equal measure, they will always discount something from the 
subjective value of future products of capitalistic production as com- 
pared with present products of like kind and number, on account of the 
extra effort involved in capitalizing the present products. 

That is to say, the $100 now is equivalent to $105 a year 
hence, because the production of the $105 will require a pres- 
ent capitalization of products which can only be accomplished 
with increasing sacrifice, equal in general to the extra $5. 
One more step will make the error apparent: for $100 now I 

*I assume that he refers to Professor Béhm-Bawerk, though the latter gives 


a more complete explanation of interest. See his Kapital und Kapitalzins, ii. 
261-300, and Quarterly Journal of Economics, iii. 341. 
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am willing to pay you $105 at the end of the year, because I 
shall have to make an extraordinary sacrifice in order to pay 
it. This reduces the proposition to an absurdity, but I see no 
other outcome to Professor Giddings’s statement. 

The extra sacrifice, if such there be, has already been made 
in supplying the $100. And why a similar sacrifice will not be 
necessary in order to return $100 at the end of the year, Pro- 
fessor Giddings does not explain ; though, in view of the profit 
which may be made during the year by means of the $100, the 
repayment of $105 seems to us just and reasonable. 

The explanation of interest as a payment for the use of cap- 
ital is, however, rejected by Professor Béhm-Bawerk, on the 
ground that a value for use independent of the value of the 
capital itself is inconceivable. It seems to me that he has only 
corrected the use theory of interest, instead of nullifying it, as 
he claims ; but it would require too much space here to review 
his arguments. 

The theory which Professor Béhm-Bawerk offers as a full 
explanation of interest has already been presented to the 
readers of this journal.* It is epitomized in these words: — 


| Present goods invariably possess a greater value than future goods of 
_the same number and kind; and, therefore, a definite sum of present 
| goods can, as a rule, only be purchased by a larger sum of future goods.t 


This position» has met with general acceptance, and, in fact, 
is self-evident so long as interest is actually and regularly paid. 
$100 now exchanges for $105, to be paid a year from now, be- 
cause men value $100 present as highly as $105 to be realized 
a year later. Surely, two large volumes were not required to 
establish such a simple fact! It seems to me that Professor 
Béhm-Bawerk’s statement is only another and more general 
way of saying that men are willing to pay interest for the 
return they get, and is really no explanation at all. Accord- 
ingly, we find a large part of the second v ‘ume of Kapital 
und Kapitalzins devoted to the reasons fo. the higher valua- 
tion of present goods. 

Professor Béhm-Bawerk’s conception of the relation be- 
tween the usefulness and value of capital leads him to oppose 


* By James Bonar, October, 1888, and April, 1889. 
t Kapital und Kapitalzins, i. p. 259 of Smart’s translation. 
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the older political economists in the prominence which they 
gave to the usefulness of capital as an explanation of interest 
payments, and to bring into much greater prominence the idea, 
quoted above from Professor Giddings, of an estimation of 
present pleasures above future pleasures. 

The latter idea is doubtless well founded, but two consid- 
erations make it-seem insignificant as an explanation of in-| 
terest: (1) Comparatively little money is borrowed for the sat-| 
isfaction of present pleasure, but generally for use in direct or | 
indirect production for future consumption. (2) Savings are. 
largely made in provision for future comfort and pleasure, and 
would still be made if no interest return could be obtained 
from them. 

If the control of capital added nothing to the income of the | 
borrower, loans might still be made upon the strength of this 
comparative estimation of present and future pleasures. Men 
might be willing to pay some interest for the sake of doing 
their play first and their work afterwards; but in such cases 
the advantage to the borrower is so slight, compared with the 
risk of the lender, that transactions of that kind are few and of 
little weight in accounting for interest as we actually find it. 

At some future time I may attempt a more detailed criti- 
cism of Professor Béhm-Bawerk’s arguments, and the develop- 
ment and defence of an analysis which seems to me to give a 
truer explanation of the various phenomena of interest which 
we actually observe in the business world. At present I offer 
the following brief outline : — 

The value of anything is equal to its usefulness as limited by 
the sacrifice of substitution. The loaf of bread is worth only 
five cents to me if I can obtain another loaf for five cents. 

So far as competition is free when goods are regularly pro- 
duced for a regular demand, the sacrifice of substitution be- 
comes proportional to the expenses of production. This sac- 
rifice of substitution, usually depending through the medium 
of supply and demand upon the expenses of production, de- 
termines, within the limits of effective demand, the values of 
all products, whether designed for immediate consumption 
or for use as capital in further productive processes. 

Professor Béhm-Bawerk says that the use of capital goods 
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is included in their values and determines their values, but 
this only applies when the supply and production are limited. 
The coupling connecting the locomotive with the train may 
be as useful as the engine itself; but it is much less valuable, 
because so much more easily replaced. Usefulness creates the 
demand for capital goods, but does not determine their values. 
Granted, then, that we have products both for consumption 
and for use as capital, and that the values of these products 
are fixed by the sacrifice of substitution, let us proceed with 
the consideration of that part which is designed for use in fur- 
ther production. It is evident that capital is of great service 
in production, and that the benefit — other things being equal 
— is proportional to the duration of the service. A machine 
which will save $100 expense in one month will save another 
$100 the next month, and so on so long as its efficiency is un- 
impaired. Money capital may always be invested in forms of 
this kind, which, like the economy of machinery or the com- 
fort of shelter, will bring a return proportional to the duration 
in time. Hence it is that the surety of $100 next year is not 
worth so much as $100 in hand; for the money in hand can be 
so invested as to administer somewhat to our comfort or profit, 
and still be worth $100 at the end of the year. It is the use- 
fulness of capital, for the most part, which makes present goods 
worth more than future goods, and gives rise to interest. 
Evidently, under free competition and a given state of in- 
dustrial development, capital will first be invested in those 
forms which will give the greatest annual return per unit of 
value. Only a part of the possible uses of capital can be taken 
advantage of with our present limited supply ; and, as differ- 
ent forms of capital yield various degrees of return, there is 
naturally a more or less definite marginal return which a man 
may expect to obtain simply for the use of his capital. Any- 
thing above that marginal return is subject to the distributing 
force of competition, and any investment which gives less than 
the marginal return will not in general be maintained. The 
marginal return is the lowest return which must be accepted, 
in order to keep approximately all the capital in employment. 
Thus it happens that, while different forms of capital are of 
all degrees of utility, the rate of interest is comparatively low, 
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and comparatively definite. It tends to rise as the produc- 
tivity of capital increases, but at the same time it tends to fall 
as the supply of capital increases. The supply of capital for 
use is maintained and increased through abstinence from pres- 
ent consumption. The difficulty or sacrifice of such abstinence 
retards the growth of capital, and thus helps to maintain, 
though it does not determine, the rate of interest. 

Davin I. Green. 
Jouns HopKINS UNIVERSITY, BALTIMORE, Mb. 


WAGES AND THE STANDARD OF LIVING. 


Mr. Bonar, in his article on “The Value of Labor in rela- 
tion to Economic Theory,” asks a question which he implies 
cannot be satisfactorily answered. He says: “Hence a recent 
writer in almost so many words describes the raising of the 
standard [of living] as the only way of raising wages. We 
are led at once to ask how the standard is to be raised if the 
wages themselves are not raised first, and next how the stand- 
ard can be kept up if the supply of laborers is not kept 
back.” * 

1. Whether the standard of living can be raised without 
wages being raised first and whether the raised standard will 
tend to raise wages are two different questions. The first 
can, I think, be answered in the affirmative. Take, for exam- 
ple, the case of one class of workmen in a particular district. 
Suppose that the ordinary wage of carmen in East London in 
1870 was 18s. a week, and that the average age of the carmen 
who married in 1870 was twenty-two years. Consider the 
probable history of a typical carman’s family during the en- 
suing twenty-one years. B, the carman in question, has six 
children, and, when the eldest is about twelve and the young- 
est about three, the heaviest strain is put upon him to support 
them; but after that one child after another becomes a wage- 


* Quarterly Journal of Economics, January, 1891, p. 159. 
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earner, and the strain becomes less and less, until we find the 
family in 1891 in the following position : — 


B, head of the family, age 43, earns 18s. 
Eldest son, carman, “19, * 14 
Eldest daughter, ina factory, 18, “ 10 
Second daughter, ‘ * 
Second son, errand boy, 
Total income, 55s. 


The income is trebled: the question is, What will they do 
with it? The family expenses are not trebled; and, if they 
co-operate as a family, they can gradually raise their standard 
of living and make themselves much more comfortable than B 
has ever been before. They will probably be able to double 
their house room without doubling their rent; they can have 
better food; the mother need no longer attend to babies, but 
can give more time to housekeeping, and her youngest daugh- 
ter, when back from school, can help her, and the eldest boy 
and girl will be able to save a little money. Although the 
rate of wages has not risen, they can afford to indulge in more 
comfortable living. If during the last ten years no ‘better 
educational influences have been brought to bear on them, if 
they have had no more rational and elevating interests offered 
them than were offered to B before he married, the probabil- 
ities are that they will not co-operate,— that the son will free 
himself from control and spend more than he need do at the 
public house, and will marry as soon as he has obtained the 
18s. which is still the full carman’s wage. [is sister will dress 
for conquest, keep company with young men for want of 
anything better to do, and there will be no rise in the standard 
of living. But, in the case we are supposing, the environment 
has been considerably improved. From 1883 to 1891 settle- 
ments have been established in different parts of East London, 
clubs founded, classes formed, entertainments given,— all offer- 
ing to boys and girls better education and wider interests than 
in previous decades. The circumstanées are not peculiar to 
B’s family. In so far as the East London carmen are sober 
and regular in their habits, this rise in the standard may be 
common to the class, and by 1900 a.p. the mass of young men 
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and women between twenty and thirty will have been under 
these new influences. This improvement in the standard of 
the class has been brought about, according to our hypothesis, 
without any preceding change in the rate of wages. 

2. “Can this standard be kept up if the supply of laborers 
is not kept back?” One of the results of the rise of standard 
may be to keep the supply of laborers back. The middle 
classes, at least, maintain their rate of wages by abstaining 
from marriage if without the means to maintain a family 
according to the standard of their class. And no check to 
imprudent marriage acts more strongly than this common 
standard of a class. But the raised standard does more than 
maintain the rate by limiting supply. In the lower grades of 
labor, it would probably increase efficiency; and it might be 
argued that any increase in the rate was due to increased 
product, not to increased expense of production. But in 
many instances, so far from industrial efficiency being in- 
creased, the raised standard might involve a determination 
not to work such long hours; and a general increase of effi- 
ciency in one class would not of itself secure a higher rate of 
payment. The standard of the class forms an unconscious 
trades-union, and fixes a natural minimum that every member 
of the class will try to get; and, while it strengthens the 
laborers to ask for a raised minimum, it diminishes the resist- 
ance of the employers. The visible trades-union is impossible 
unless this unconscious trades-union already exists. 

3. Without venturing to join issue with Mr. Bonar on 
points of theory, I think he has somewhat underrated the 
extent to which people in ordinary life take cost of production 
into account. Prices remaining constant, the wages question 
is a battle of standards between the employer and wage- 
earner; and employers are restrained partly on ethical, partly 
on commercial grounds, from using their power to its full 
extent in reducing wages below the point necessary to main- 
tain the prevalent standard. In the case of commodities, a 
knowledge of the cost of production does affect the buyer in 
the same way. If we know that we are not being asked to 
pay more than the cost of production, we do not haggle for 
a reduction; while we frequently refrain from buying, not 
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because we do not desire the commodity enough to pay the 
price asked, but because the price asked is so much above 
the cost of production. If utility determines the maximum 
that can be obtained, cost of production, in the case of labor, 
determines the minimum that must be paid in order to secure 
it for any considerable length of time. 

C. E. 
Lonpon, 27, 2, 91. 


The passage criticised was certainly too condensed to be 
quite free from ambiguity, and its writer can only plead the 
straitness of the limits of space and time unavoidably imposed 
on him at Leeds. 

The drift was meant to be: (a) that the standard of living 
is not the only lever for raising wages; (2) that, on the con- 
trary, the standard is generally raised by means of the raising 
of the wages, not the wages by means of it; and (ce) that 
a high standard cannot be kept up without a restraint on 
numbers. 

Miss Collet points out a case where the standard is raised, 
not by a raising of the wages, but by co-operative housekeep- 
ing or (if you like) by a prudent prolongation of residence 
in the parents’ house instead of the early formation of new 
households. This is, no doubt, an actual example drawn from 
Miss Collet’s knowledge of East London life. Such cases, 
however, are, I think, the exception; and the general rule 
must be chiefly considered when we are season with the gen- 
eral rate of wages. 

We may look at the matter in this way. Sous are born 
with the high standard, some achieve it, and some have it 
thrust on them. It seems to me that, whether the workers 
achieve it or have it thrust on them, in either case the general 
rule is that high wages come before the high standard. 

To take the steps by themselves. The project or idea of 
increased comfort is not the comfort itself. The idea may be 
suggested long before there is power to carry it out, and it 
may long remain simply an unfulfilled aspiration. The actual 
achievement of it needs fresh resources, whether this means 
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a greater income or a way of making the old go farther. We 
can illustrate the matter from recent events in English indus- 
try. The burst of manufacturing activity which raised wages 
in 1873 suddenly put the workers of England in a position 
to achieve a higher standard ; and (in spite of the subsequent 
depression of trade) many of them have done so permanently, 
and are now looking to a still higher. The Zconomist’s an- 
nual summary for 1890, for example, abounds in statements 
like the following: “Prices have fluctuated, but wages have 
remained high. The present time sees the impulse of 1873 
still in operation among the working classes of England and 
Scotland.” 

The high standard was, in a sense, thrust on them in 1873. 
They are now bent on achieving a high standard. The 
determined efforts made, especially in the two past years, to 
secure higher wages and shorter hours seem to show that the 
more quiet and peaceable way suggested by Miss Collet is 
thought within the range of the workmen’s practical politics. 
Their leaders, in Germany especially, have even argued that 


teetotalism and co-operation and vegetarianism simply lead to 


a lowering of wages, as enabling men to live more cheaply, 
and therefore work for less money. And this is, of course, 
what might possibly happen, provided there was no combined 
aviion among the workmen. Both the visible and the invis- 
ible, or (in Miss Collet’s words) the conscious and unconscious, 
trades-unions seem, as things are, to be essential to victory. 
The “ unconscious” is needed to secure the permanence of the 
achievement, but it is the conscious that will place the achieve- 
ment within reach in the first instance. We should all be 
glad if friction could be avoided, and Miss Collet’s more ex- 
cellent way universally followed. But there are few signs of 
this. 

In regard to the retention of a standard already acquired, 
our views seem to be in substantial agreement; and, as to the 
third point touched on in Miss Collet’s letter,— the relation 
of cost to value,—I have too heavily burdened the indulgent 
pages of this Journal with arguments on the subject to add 
anything more. 
J. Bonar. 
HAmpPstEAD, LONDON, 3, 3, 1891. 
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AN ENGLISH “POOR LAW REFORM ASSOCIATION.” 


Those Englishmen whose work on charity brings them in 
contact with the class which exists on weekly wages —num- 
bering four out of five of the whole population—know full 
well the sullen bitterness and resentment which is felt on the 
subject of the Poor Law and its administration. The “New 
Poor Law,” which Lord Althorpe piloted through a bewildered 
House of Commons in 1834, never received the assent of the 
mass of the English people. For half a generation its harsh 
administration contributed more than anything else to mili- 
tant Chartism ; and even now its leading feature — the work- 
less workhouse — receives almost universal condemnation from 
artisan politicians. For fifty years or so the remodelled Poor 
Law fairly well satisfied the great mass of the English middle 
class, then dominant in administration. There are, however, 
now signs that even this class, in its growing social compunc- 
tion, is ceasing to be contented with the optimistic reports of 
the Local Government Board. Against a universal spread of 
soup kitchens and “free dinners” the Charity Organization 
Society now fights in vain. The Liverpool Trade Union Con- 
gress demands that the municipal authorities should “ organ- 
ize” unemployed labor; and General Booth’s subscription list 
shows how ready are the English middle and upper classes 
to welcome an essentially similar adjunct to our Poor Law 
system. All this is not without its effect upon our statesmen ; 
and we have accordingly half a dozen abortive bills in each 
Parliamentary session, aiming at the Reform of the Poor Law 
or its administration. More significant still are the speeches 
of Mr. John Morley and other leaders in their implication that 
“something must be done ” for the poor. 

It is felt by many persons desiring the permanent improve- 
ment of the condition of the poor that this swing of public 
opinion is not without grave dangers. Comparatively few of 
those who speak or vote for unspecified Poor Law Reform 
appear to have any adequate acquaintance with the horrors 
of the old Poor Law, or the ease with which these could be 
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revived, Comparatively few voters have read the great report 
of 1834. At the same time it is felt that there is much in the 
existing system of Poor Law relief that is justly open to 
democratic attack, The treatment of the honest and worthy 
poor in old age will probably not be long endured under man- 
hood suffrage. The growing feeling of social solidarity ap- 
pears likely to call for a frank acceptance of the principle of 
collective provision for the sick and infirm. The education 
and nurture of pauper children leaves much to be desired. 
If Poor Law Reform is not to fall into the rough hands of the 
uninitiated, some reasonable proposals for reform on these and 
other points must be worked out for the politicians by those 
better qualified through their experience in Poor Law work. 
Considerations such as the foregoing have recently led to 
the formation of a “ Poor Law Reform Association,” upon the 
committee of which appear the names of well-known Poor 
Law experts. The following extracts from the prospectus 
will give some idea of the proposals of the Association : — 


There is a growing feeling that the Poor Law fails to command the 
measure of public sympathy essential to an institution which in the last 
resort rests upon the confidence of the community at large. The imper- 
fections which exist in the present system of Poor Law Relief are often 
the cause of unnecessary hardships to the worthy poor, and so excite 
the resentment of many social reformers. There is danger lest some 
wave of popular feeling should sweep away, together with these abuses, 
many of the provisions in the existing system which experience has 
shown to be valuable. It seems, therefore, to be of the first importance 
that those interested in the Poor Law, while seeking to promote better 
adaptation of the machinery to modern requirements, should not sacri- 
fice improvements based on experience. It is agreed on all hands that 
any return to the laxity of the system which made the Act of 1834 neces- 
sary would be disastrous to the best interests of the poor themselves. 

The points to which public attention appears chiefly directed are the 
following: — 


(1) The system of Election of Guardians. 
(2) The treatment of the aged poor. 

(3) The working of the Casual Ward. 

(4) The absence of adequate classification. 
(5) The treatment of the sick. 


It is suggested that those who appreciate the far-reaching importance 
of these questions, or who, by study and practical experience, have 
formed definite opinions on them, should constitute themselves a society, 
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which members of all political parties should be invited to join, for the 
discussion and promotion of Poor Law Reform. ‘The following reforms 
are put forward tentatively by the Association: — 
(1) Reform of Poor Law machinery. 
(a) Creation of a Central Poor Law Council for London. 
(b) Reform of Guardian elections, Franchise qualification, etc. 
(2) Increased attention to the nurture and education of children 
with a view to the removal of the stigma of Pauperism. 
(3) Organization, under State or municipal control, of some form 
of assistance to the sick and aged, independent of the Poor 


Law system. 
(a) By utilizing existing charitable endowments, almshouses, 


hospitals, ete. 
(b) By the establishment of some form of national pension 
system. 
(4) Reform of the treatment of the ‘‘casual’’ poor, especially as 
regards the “‘ habitual casual,’’ and 
(5) Classification of workhouses and their inmates. 

The Honorable Secretary to the Association is Mr. J. E. 
Geoffrey de Montmorency, Hyde Vale, Greenwich, England, 
who will be glad to furnish particulars to any inquirer. 

Srpney Wess. 


THE NEED OF NEW ECONOMIC TERMS. 


There is probably no science that has so great a need 
of additional terms to denote new meanings as economics. 
During the past generation it has been thoroughly trans- 
formed, and new ideas by the score have been introduced ; yet 
scarcely a new word, through which these ideas can be ex- 
pressed, has found its way into general use. Every writer has 
been compelled to use old words with a new meaning, and 
thus endless confusion and needless misunderstandings are 
introduced into economic discussion. The slow progress 
towards agreement in economic theory is largely due to this 
cause, nor does there seem to be any hope of relief so long as 
the number of words are so few that they must be used to 
express a variety of meanings. 

I find myself a sufferer — perhaps it is my own fault, how- 
ever — from the variety of meanings which are associated with 
different economic terms. In writing my Economic Basis of 
Protection, I tried to express several new ideas with old 
words, and with disastrous results,—if I am to judge by the 
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tone of reviewers of the book. To show the difficulties that 
stand in the way of a writer who wishes to convey a thought 
somewhat different from accepted ideas, I shall bring forward 
one instance. 

It has been usual with protective writers to say that the 
protection they advocate is temporary, and for the kinds of 
protection they have in mind the term is proper. It seemed 
to me, however, that certain kinds of protection differed so 
radically in their character from that which earlier writers had 
in mind that I used, when speaking of them, the term “ per- 
manent” to contrast them with “temporary” protection. By 
“permanent” I meant that this protection should endure as 
long as the general economic conditions remained which justi- 
fied the policy. Those who advocate “temporary” protection 
have in mind certain industries, and think protection has 
served its purpose when these industries are thoroughly do- 
mesticated and can “stand alone.” I, however, look upon the 
policy from a national standpoint, and judge its success not 
by its effect on particular industries, but on the whole nation. 
Some industries can “stand alone”; but those at a relative 
disadvantage in international trade are sure to lose ground 
without protection, no matter how advantageous they may be 
to national prosperity. The policy must therefore be judged 
in its relation to national prosperity and progress, and not by 
its results in particular industries. 

The protective policy, as a whole, is more permanent than 
the particular duties of which it is made up. Duties on given 
articles must be raised, lowered, or withdrawn, according to 
the temporary needs of ‘the nation; but the policy is advan- 
tageous as long as the general economic environment of the 
nation differs essentially from that of other nations. If, for 
example, a trade springs up between two nations one of 
which is more dynamic than the other, and this trade is dis- 
advantageous to the more dynamic nation, then a protective 
policy is justifiable as long as this difference in the progress of 
the two nations continues. 

I thought I had used the term “permanent” in a way to 
make my meaning clear, but I seem to have failed. Critics 
have uniformly interpreted the word in the sense of “perpet- 
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ual.” Perhaps I have used too strong a term; but what, I 
ask, can a writer use to convey the idea I had in mind? We 
should have an intermediate term between “temporary” and 
“perpetual.” This need is now made more urgent by the 
desire of many writers to contrast the dynamic states of so- 
ciety with the static. No policy, in a changing society, can be 
perpetual; but many can be permanent,— that is, enduring as 
long as the economic conditions endure which make the policy 
justifiable. 

I find other writers have need of some such distinction of 
terms, and fail, I think, to make their meaning clear to their 
readers from a lack of it. In his admirable discussion of the 
law of wages and interest (Annals of the American Acad- 
emy, No. 1, page 47), Professor Clark, wishing to characterize 
profits as less enduring than wages and interest, calls them 
“transient.” The lack of an intermediate term causes him to 
commit the same error that I did, but in an opposite direction. 
This is evident from the way he uses the term “transient” on 
page 51. The two ideas which he expresses by this term are 
quite distinct, and only the poverty of economic language 
could cause so clear a writer as Professor Clark to express 
both of them with one word. 

Is it not possible to give a value to each term that we use 
in economic discussion denoting duration, so that the different 
shades of meaning may be expressed? There are four such 
terms in common use,— transient, temporary, permanent, and 
perpetual. 

If “permanent” could be made to express the idea of “ well- 
grounded ” and “having a solid basis,” instead of mere endur- 
ing, these terms could be used in the above order, to the great 
advantage of clear economic reasoning. I, at least, ask that 
the readers of my book shall interpret my meaning in this way. 
I have no desire to advocate a perpetual tariff; yet I do think 
that some kinds of a tariff have so different a basis from other 
kinds that, if the one is called “temporary,” the other needs a 
much stronger term, yet not so strong that it will convey the 
idea of perpetual. 

Snron N. Parren. 
UNIVERSITY OF PENNSYLVANIA. 
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THE INTEREST CONTROVERSY. 


Never before have economic questions engaged public atten- 
tion as earnestly as they do now. Even among business men 
and employers an active interest is manifest; but the greater 
part of their time being claimed by their business, they can 
hardly more than follow the discussions of those who specifi- 
cally devote their time to the study of economics. In this 
they are, however, often discouraged by the obscurity of the 
language used. This is especially true regarding the contro- 
versy on the cause of interest. 

The works of Béhm-Bawerk are justly considered an epoch- 
making contribution to this question; and in his critique he 
certainty advances -formidable arguments in refutation of 
former doctrines. But even his theory does not appear to 
give satisfaction, judging from the spirited controversy in| 
has followed its publication. And it is one of the contro- 
verting arguments to which I here desire to call attention. ’ 

Although I have paid some attention to economic questions, 
it was impossible for me to understand the argument of Pro- 
fessor Giddings as presented in his contribution on “The 
Growth of Capital and the Cause of Interest.” In his conclud- 
ing sentence he says, “The value of means of production, 
therefore, normally lags behind the value of finished prod- 
ucts.” I have read and reread this sentence, but fail to dis- 
cover its meaning. The professor can certainly not mean that 
one hundred dollars’ worth of means of production is worth 
less than one hundred dollars’ worth of finished products, for 
this would be absurd. Nor does it seem reasonable to inter- 
pret this statement as meaning that, if equal efforts were ap- 
plied to the production of auxiliaries on the one hand and of 
finished products on the other, the former would be less val- 
uable than the latter. Such a statement would be puzzling to 
the man of business who knows that, were it a fact, compe- 
tition in the manufacture of finished products would soon be 
increased at the expense of that prevailing in the manufacture 
of auxiliaries, until] the comparative overproduction of the one 
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over the other would equalize the alleged difference. Be- 
sides, this view does not harmonize with the assertion that 
“capital has the abnormal costliness inherent in protracted or 
intensified labor.” The universal experience is that an in- 
crease in the costliness has a tendency to increase rather than 
to diminish the value of a product of manufacture. Moreover, 
it is observed that in no case is the production of auxiliaries 


_ reserved for the last hours of the day, but that, on the con- 


trary, the distribution is indiscriminate, and that the alleged 
increased costliness of the “hours of diminishing return” must, 
for this reason, be borne uniformly by all kinds of products. 
The statement of the professor evidently cannot refer to any 
disproportion existing between the value of the products and 
the intensity of the efforts exerted in their production. What, 
then, does it mean? 

Interest on invested capital accrues to the business man in 
the form of an excess of the market value of his products over 
the cost of their production, the latter including the market 
value of his own personal services. And general experience 
shows that, whenever practically no time elapses between the 
first effort and the completion, the value of the product cor- 
responds very closely with the value of the labor applied and 
the raw material consumed. An excess appears only when a 
long period of time unavoidably intervenes between the efforts 
and the completion, as if machines, buildings, and other aux- 
iliaries are used, the labor of producing which gradually 
enters, as it were, into the commodities produced by their aid 
at the rate of their deterioration ; or if the process is time-con- 
suming, as when fruit-trees are raised or lumber is seasoned, 
ete. This excess is clearly a matter of time, and is indepen- 
dent of the use of auxiliaries or the complexity of the process. 
No interest of any account is found to accrue from the use of 
transient auxiliaries, such as the sand moulds of a foundery, the 
usefulness of which is exhausted generally on the day on which 
they are made; while an unavoidable delay in production 
without auxiliaries is remunerated by interest on the capital 
invested, in proportion to the time during which the ma- 
terialized labor remains unable to directly minister to human 
wants. And it is significant that this excess becomes the prop- 
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erty of the owner of the capital, and not of those who bear the 


burden of the hours of diminishing return, since neither the. 


workman who performs the more laborious work, nor the em- 
ployer who pays full wages for the inefficient labor of those 
hours, reaps any benefit from this excess. 

Any theory of interest that cannot account for all phases of 
this peculiar economic phenomenon cannot claim any recog- 
nition on the part of the business world; and it is difficult to 
see how the doctrine of the hours of diminishing return can 
furnish a cogent explanation. Recourse need be had to those 
hours only while capital is being accumulated ; but, when once 
acquired, the hours of labor, including those required for the 
replacement of the consumed capital, are even reduced below 
those previously needed for the production of finished prod- 
ucts. If these hours ever had the effect of causing a profit to 
accrue to capital, this effect must have disappeared long ago, 
—in fact, long before the industrial phenomenon known as 
overproduction or business stagnation was for the first time 
observed, since the theory under consideration is absolutely 
incompatible with this phenomenon. 

Hueco Bireram. 
PHILADELPHIA, February 21, 1891. 
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APPENDIX. 


SOCIAL AND ECONOMIC LEGISLATION OF THE 
STATES IN 1890, 


It is the purpose of this article to review briefly so much of 
the State legislation of 1890 as may be said to have a direct 
and important social or economic bearing. The material may 
be grouped, for convenience of treatment, in six general 
classes: (1) laws concerning the family and domestic rela- 
tions; (2) laws providing for the State care of the unfortu- 
nate and depraved members of society; (3) laws for the 
regulation of labor and the laboring classes; (4) laws for the 
regulation of the different forms of corporate industry and 
concentrated capital; (5) State and local finance; (6) all leg- 
islation looking to the development of natural resources. 

(1) No important addition was made to the confused and 
confusing mass of statute law on divorce in the different 
States. An important step was taken towards improvement, 
however, by the appointment of the New York Commission 
on Uniformity of Legislation, with power to confer with simi- 
lar commissions from other States. An exhaustive study was 
made of the whole body of existing law on the subject, and 
active co-operation has been promised in most of the Eastern 
States. 

(2) In New York the whole system of the care of pauper 
insane was revolutionized. This burden had always been 
borne by the counties, and many abuses had crept into the 
management of the county asylums in which such paupers 
were kept. By the law of 1890 the inmates of these county 
asylums were transferred to the State insane asylums. The 
State is divided into as many districts as there are State 
asylums. <A board, consisting of the State Commissioners in 
Lunacy, the President of the State Board of Health, and the 
State Comptroller, is to have supervision of all such matters 
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as changes in the asylum district limits, erection of additional 
buildings, and transfers from one district to another when 
buildings in the first-are filled. The maintenance of insane 
poor wholly ceases to be a county charge, and becomes 
an object of State expenditure. Large appropriations were 
needed to carry into effect some of the provisions of this 
law, and the call for these grants has roused some opposition 
in the present (1891) session of the legislature. A prominent 
member of the State Senate is reported to have recently de- 
clared that the accommodations afforded by the counties were 
quite good enough. An active lobby has been at work for the 
repeal of the law, but with no prospects of success. Among 
most of the thinking people of the State — certainly among 
those who have given special attention to this and kindred 
problems —the opinion strongly prevails that the passage of 
the law of 1890 was a triumph of intelligent, well-directed 
effort to broaden and improve the administration of an impor- 
tant public charity. 

Other noteworthy features of the New York legislation of 
the year were the establishment of a new Lunacy Commission, 
and a provision for the appointment of at least one woman 
physician in each State insane hospital. 

The new State of Washington makes careful provision for 
the instruction of all blind, deaf-mute, and feeble-minded 
youth between the ages of six and twenty-one years. Missis- 
sippi requires assessors to report the names of blind children 
to the Superintendent of the State Blind Institute. 

Passing now to penal and reformatory regulations, we note 
a distinct tendency to harmonize prison management and dis- 
cipline with humane and rational principles. Iowa puts in 
operation a new scheme of time-deduction from convicts’ 
sentences, for good behavior. The same or similar schedules 
are in use in other States. One month is deducted from the 
first year of the sentence, two months from the second, three 
trom the third, and so on to the sixth, after which six months 
are deducted from each year for the remainder of the sentence. 
Thus a ten years’ sentence would be reduced to six years and 
three months, a twenty years’ sentence to eleven years and 
three months. 
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Ohio provides for the parole of workhouse prisoners, under 
certain conditions. In Virginia and Mississippi there are mi- 
nute regulations of the contract system which prevails in those 
States. Virginia, however, has taken a long stride forward in 
dealing with her criminal youth, and others guilty of minor 
misdemeanors. Such offenders may now be committed to the 
custody of the State Prison Association. That organization is 
to have the same power that prison authorities have and to 
receive the same compensation for care of the prisoners that 
jailers receive. This experiment will be watched with great 
interest. 

(3) A new bureau of labor statistics was created by South 
Dakota,— the twenty-third in the list of State bureaus. It is 
noticeable that the newer Western States are nearly as active 
as the older in the collection of industrial statistics, although 
a much smaller proportion of the population is employed in 
manufacturing. Ohio requires her bureau to open free em- 
ployment offices in all the principal cities of the State. Lists 
are to be kept of persons desiring employment, in different 
occupations, as well as of employers; and the office for each 
city is to be supplied with lists forwarded from all the other 
cities of the State. 

The Massachusetts Board of Arbitration is empowered to 
summon expert witnesses to give information on questions 
which come before it. 

Perhaps the most important new legislation of the year 
on the payment of wages was the New York “weekly pay- 
ment” law, which provides that “every manufacturing, min- 
ing or quarrying, lumbering, mercantile, railroad, surface, 
street, electric, and elevated railway (except steam surface rail- 
roads), steamboat, telegraph, telephone, and municipal corpora- 
tion, and every incorporated express company and water com- 
pany” shall pay each of its employees weekly the wages earned 
to within six days of date of payment. The State Factory 
Inspector may bring action against corporations for neglect to 
comply with the provisions of this act. Assignments of future 
wages by employees to corporations shall not be a valid 
defence in such action. The courts have held that the law 
was intended by the legislature for the protection of laborers 
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and workmen, and does not apply to clerks, officers, school- 
teachers, firemen, patrolmen, and others who receive salaries 
(N. Y. Supreme Court, in People v. City of Buffalo). A sim- 
ilar law has been in force for some time in Massachusetts. 

In Maryland and Ohio railroad companies may not withhold 
from employees any part of their wages for relief or insurance 
purposes. 

The labor laws of Louisiana and Mississippi are partially in- 
dicative of the peculiar agrarian conditions of the plantation 
States under the present régime. They forbid the enticing of 
“laborers and renters” away from employers and landlords,— 
a species of interference in contracts not generally prevalent, 
and hence not often a subject of legislation, outside the old 
slave belt. 

Of “factory legislation ” there was less in 180 than in some 
preceding years. The New York inspector was vested with 
the appointment of eight women as additional deputy inspect- 
ors,— a number equal to that of the male deputies previously 
in office. The wisdom of this provision can hardly be ques- 
tioned, especially when the difficulties in the way of eliciting 
needed information on many subjects from female employees 
are considered. Much useful work has already been done by 
the women inspectors appointed under this law, and in forth- 
coming reports new light will undoubtedly be thrown on the 
condition of women wage-workers in the State. 

The inspector is further granted new powers in the investi- 
gation of accidents in manufacturing establishments, and fire- 
escapes on factory buildings must be approved by him. 

The few mild regulations of the hours of factory labor which 
were placed on the statute books last year indicate no well- 
marked tendency to accede to the demands of the eight-hour 
movement. Virginia enacts that ten hours shall hereafter con- 
stitute a day’s labor for children under fourteen, and women. 
New York already had a similar limitation in the case of 
women under twenty-one, and all persons under eighteen. 
New York further prohibited the working of such employees 
between the hours of 9 p.m. and 6 a.m. Massachusetts now 
forbids altogether the employment of women (of any age), or 
of minors, from 10 p.m. to 6 a.m. This law is to go into effect 
July 1, 1891. 
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Closely connected with the regulation of children’s labor are 
the compulsory education measures now in force in a number 
of States. In Massachusetts the required school attendance 
in each year is increased from twenty to thirty weeks in all 
districts in which schools are open that length of time. This 
applies to children from eight to fourteen years of age. Em- 
ployers are required to surrender the “ schooling certificates” 
of such children when they leave their employ. Ohio provides 
that all yo-*’ under sixteen, “not regularly employed,” shall 
attend schc. for a full term (twenty weeks) each year. This 
is apart from the regular required attendance of ali children 
from eight to fourteen (as in Massachusetts). 

New York has shown a commendable desire to encourage 
night schools and other educational advantages for the work- 
ing people, both young and old. Evening lecture courses are 
maintained at public expense in the cities of New York and 
Brooklyn. The State exempts from taxation the property of 
associations chartered for the maintenance of free night 
schools, lecture courses, and libraries. 

New Jersey passed a free text-book law, and Iowa conferred 
on school boards the power to purchase books and supply them 
to the pupils at cost price. Ohio undertakes to supply indi- 
gent pupils with books free of charge. 

Railroad labor received its share of attention in the legislat- 
ures of 1890, partly on grounds of protection to the travelling 
public, through prevention of accidents, but largely, also, with 
the avowed intention of securing justice to the employees. In 
Ohio trainmen and engineers may not be kept on duty more 
than twenty-four hours consecutively. (The bald fact that 
such a limitation was necessary may well surprise us.) A rest 
of at least eight hours must follow before work is resumed ; 
while ten hours shall constitute the working day, in computa- 
tion of wages. Another Ohio law permits railroad employees 
to demand the reason of discharge, within ten days, and for- 
bids all rules or contracts by which their rights to damages are 
surrendered. The use of defective machinery by the company 
is to be prima facie evidence of neglect. Iowa requires auto- 
matic safety couplers and brakes on all cars and engines, to 
obviate the necessity of brakemen passing between cars. 

There are numerous laws designed to secure the safety and 
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health of the employed classes. Massachusetts now requires 
the proprietors of all mercantile as well as manufacturing 
establishments to report accidents to employees. New York 
organizes a system of mine-inspection, embracing many provi- 
sions for the security and well-being of the miners. In Wash- 
ington only safety cages are to be permitted in mines; and in 
Iowa all mine-owners must construct escape-shafts. 

The Louisiana State Board of Health is authorized to make 
rules for the protection of the health of operatives in work- 
shops and laboratories where poisonous substances are han- 
dled. By the phraseology of the act, practically unlimited 
powers seem to be conferred on the Board in the regulation 
of the use of poisons in manufactures, and even in the manage- 
ment of the shops. 

Aside from the slight changes already noted in connection 
with factory laws, there were few modifications of the legal- 
ized hours of labor anywhere in the country. Massachusetts 
adopted the nine-hour day for laborers employed by the State, 
cities, or towns. Virginia forbids the loading or unloading on 
Sunday of the cargoes of steam vessels, except mails, passen- 
gers, and baggage, through freight in transit, live stock, 
perishable articles, and freight at intermediate ports for final 
destination. Iowa and Ohio establish “ Labor Day,” following 
in the wake of several Eastern States. 

A part of the electoral reform legislation of the year was 
in the nature of labor regulation and protection. Thus the 
“Corrupt Practices Act” in New York prohibits employers 
enclosing the pay of employees in “ pay-envelopes” on which 
are printed political mottoes intended to influence the opinions 
or actions of the employees. It also forbids the posting of 
placards containing notice that in case of the election of any 
particular ticket or candidate work will cease or wages be 
reduced. The Saxton ballot law permits absence from work 
for two hours on election day without loss or reduction of 


» pay. (It has been alleged that this provision is virtually an 


impairment of contract; but at this writing no judicial deci- 
sion has been had on the question.) 

The regulation of the liquor traffic is generally recognized 
as a problem of especial significance in its relation to the wel- 
fare of the laboring population. But little advance was made 
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during the legislative sessions of 1890 by the advocates of 
either high license or prohibition. The stringent prohibitory 
legislation of Iowa and the Dakotas was as a matter of course. 
In those States holders of permits to sell liquor are sur- 
rounded by restrictions which make it apparently impossible 
for habitual drinkers to obtain any beverage containing alco- 
hol, especially in case of protest by members of the family. 
In several States attempts were made to place greater restric- 
tions on the sale of liquor to minors. In Maryland minors 
are liable to punishment for misrepresenting their ages in order 
to obtain liquors. (In many States the sale of cigarettes or 
tobacco in any form to minors under a certain age is forbid- 
den.) 

(4) A very large share of the time and energies of nearly 
all our State law-making bodies is given to corporations, either 
in general or private legislation. The number and diversity 
of the resulting statutes, from year to year, are well-nigh over- 
whelming. In New York, last year, all the corporation law 
of the State was codified and revised by a commission, and 


re-enacted. Even after the repeals and condensations, it * 


occupies one hundred and sixteen closely printed octavo pages. 
It would be useless to undertake a summary of the many im- 
portant provisions contained in this codification, even should 
our space permit. Most of these have been reproduced from 
time to time in other States. They are intended to apply to 
almost every form of organized industrial activity known to 
our civilization; and it is probably safe to predict that, as new 
forms of such activity come into being, it will be no fault of 
our legislators if they are not guarded with appropriate and 
studied restrictions. 

At least six States had important new legislation in 1890 
on the taxation of corporations. Vermont vied with Mary- 
land in levying tribute on the revenues of “foreign” corpora- 
tions accruing from State business. Besides taxation, there 
are many minor regulations, enforced more or less strictly, in 
all the States. Thus Massachusetts requires that foreign cor- 
porations indicate the name of the State or country in which 
they were chartered on all advertising. Most States compel 
such corporations to make a deposit with a designated State 
officer, to file a copy of their charter, and to render a state- 
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ment of their condition on beginning business in the State, and 
annually thereafter. In some States a fixed license fee is 
exacted, in addition to the per centum tax on gross receipts, 
The legislation of 1890 can hardly be said to have increased 
the body of statute law in this department, except in the 
minutiz of detail with which our legislators are trying each 
year to chink up the walls of restriction that already surround 
(in appearance) even the most grasping of the greedy corpora- 
tions of which we hear so frequent complaints. 

The original wave of “ anti-trust ” legislation was apparently 
followed by a second of even greater intensity in 1890. This 
was doubtless due to a succession of legal decisions in differ- 
ent parts of the country, all tending to confirm the laws of 
the preceding year. In North Dakota and Iowa, naturally, 
the laws are aimed more particularly against grain pooling. 
In Louisiana and other States the phraseology of the statutes 
is almost identical with that of the Interstate Trust Law 
passed by Congress. 

Foremost among the corporations whose regulation has be- 
come a matter of real concern to the States are the railroads. 
The laws of 1890 contain one significant exception to the gen- 
eral tendency towards State as opposed to local (road-bed) tax- 
ation of these highways. Kentucky taxes her railroads for 
school purposes, through the school districts. That is, all the 
railroad property in each district (road-bed, stations, etc.) is 
assessed and taxed like other real estate in the district, and 
the proceeds go to support free schools. 

Maryland, North Dakota, and Vermont, on the other hand, 
commit themselves fully to the policy of State taxation of the 
gross earnings by stringent enactments. A West Virginia 
statute forbidding the sale of railroads built wholly by county 
subscriptions, without the consent of the county courts, is sug- 
gestive of reckless railroad financiering in that State. 

In other forms of railroad legislation the States show more 
or less zeal, as in former years. Mississippi attempts to com- 
pel the companies to maintain necessary depots, while North 
Dakota insists that depots be provided at railroad crossings. 
Iowa requires that a joint freight tariff be established for all 
the roads in the State, with the same accommodation to local 
as to interstate traffic. Kentucky makes a new provision 
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against discrimination in passenger fares. Louisiana fixes the 
maximum passenger tariff on her roads at three cents a mile. 

North Dakota provides for the erection of public grain ware- 
houses on the right of way of railroads. This privilege is to 
be granted by the railroads to warehouse companies without 
discrimination, and in the order of application. The railroad 
commissioners are to have supervision of these warehouses, as 
in Minnesota and other States. A very complete body of rules 
for the handling and storing of grain is incorporated in the 
four North Dakota laws known as the “ Warehouse Acts.” 

The Massachusetts laws relating to railroad grade crossings 
have been in operation many years, probably antedating all 
similar legislation in the United States. As modified by the 
legislature of 1890, the chief provisions are as follows: After 
petition from the proper authorities of a municipality or the 
directors of a railroad company, and a hearing thereon, the 
Superior Court may appoint a commission of three disinter- 
ested persons to prescribe such alterations as will avoid a 
crossing of any highway by a railroad at grade. The railroad 
company shall pay 65 per cent. of the total cost of such altera- 
tions, The remaining 35 per cent. is to be apportioned by the 
commission between the Commonwealth and the city or town 
in which the crossing is located, but not more than 10 per 
cent. shall be apportioned to the latter. The decree of the 
Superior Court confirming the decision of the commission as 
to change in location of a railroad or public way shall consti- 
tute a taking of the specified land or other property. An 
agreement may, however, be entered into between the city or 
town authorities and the railroad directors, without recourse to 
the court, such agreement to be subject to approval by the 
Board of Railroad Commissioners. 

In Rhode Island, also, the consent of the commissioners is 
required before such crossings may be established. Rhode 
Island finally abolishes the car stove, and leaves to the railroad 
commissioners the approval of new methods of car-heating, ex- 
cluding, however, any form of stove. 

Louisiana, with other Southern States, declares that passen- 
ger accommodations for white and colored people on railroad 
trains shall be equal, but separate. 

Prominent in the list of foreign corporations taxed by Mary- 
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land on their revenues from business done in that State are 
the express, transportation, and telegraph companies. A State 
tax of one per cent. is assessed on such revenues, together 
with those of railroads; and for failure to pay these taxes for 
one month after they become due an additional five per cent. 
is to be forfeited. The home companies are taxed under dif- 
ferent regulations. Vermont has entered upon a like system. 

In the session laws of 1890 there are few traces of the bitter 
insurance war which has been waged of late in so many States. 
Little more can be done, it seems, by way of retaliation be- 
tween States. Lack of ammunition has brought about a sort 
of forced truce, apparently, among the original contestants. 
The new States, however, are promptly placing themselves on 
the defensive. North Dakota, for example, restricts the writ- 
ing of insurance to resident agents, and declares policies 
written in another State invalid. The same State provides 
for a uniform policy of fire insurance to be issued by all com- 
panies within her borders. Both Iowa and Maryland prohibit 
discriminations by life insurance companies in favor of indi- 
viduals, in amount or payment of premiums or rates, or in other 
contracts. Virginia requires the companies to provide forms 
for preliminary proof of loss. 

On the subject of banking and bank corporations the most 
noteworthy legislation of the year was in Massachusetts, where 
the capital stock, corporate franchises, and personal estate of 
co-operative banks were wholly exempted from taxation. 
Regulations of this form of banking were embodied in a gen- 
eral law. Savings-bank investments were restricted to certain 
specified securities. In Ohio and Vermont careful provision 
was made for the assessment and taxation of the personal 
property of savings-banks. 

Five States legislated concerning building associations, now 
recognized, from Vermont to Washington, as an important 
factor in our modern industrial life. This regulation was in 
the nature of requirements as to the filing of annual state- 
ments of condition with State officers, the depositing of secu- 
rities, and taxation of business. In several instances, the same 
rules were applied to all forms of loan and investment com- 
panies. Here, also, sharp discriminations are made against 
“ foreign ” companies. 
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(5) The most important features of State finance legislation 
during the year were the several provisions for taxation of 
corporations, already briefly discussed. It remains to speak 
of the systems of local tax laws adopted by North Dakota, 
Washington, and Virginia. In the two former, no radical 
departures from the conventional methods of dealing with real 
and personal property are discoverable. Essentially the same 
regulations which have been gradually perfected in the older 
States have been transplanted to these newer Western com- 
monwealths. The recent agitation of tax questions in Penn- 
sylvania, Maine, New York, and other Eastern States, seems 
not to have produced as yet any marked effect on Western 
legislation. 

In Virginia, on the other hand, the income tax is definitely 
established as one feature of the new system. This is to apply 
to all incomes above '$600. Louisiana, one of the States in 
which the licensing of business and professions has long been 
customary, enacts new provisions for the collection of such 
license taxes. This is done also in Mississippi. Kentucky , 
places a tax on the franchises of street railway companies. 

Rhode Island requires that hereafter assessors shall value 
land separately from improvements. Apart from this pro- 
vision, methods for the assessment of real estate seem not to 
have been essentially modified by recent statutes in any of the 
States. 

The movement towards municipal ownership of gas and 
electric light plants is reflected in the laws of Washington, 
New Jersey, and Ohio. In Ohio a general law was passed, 
permitting municipal corporations owning natural gas plants 
to sell the gas to villages or companies. In New Jersey and 
Washington general laws empower municipalities to construct 
or purchase and operate electric light plants. 

(6) The Western States continue to pass bounty laws for the 
encouragement of manufactures from native products. Beet- 
root sugar, potato starch, and binding-twine are among the 
manufactures thus fostered. The North Dakota laws of last 
year cover all of these; while Utah adds iron and rope to the 
list, and exempts from taxation all property used in making 
Portland cement. 

The agricultural interests of the different States were looked 


q 
‘ 
wy 


396 QUARTERLY JOURNAL OF ECONOMICS 


after by most of the legislatures with some care. New York, 
Maryland, and Virginia made diligent efforts to secure the 
purity of commercial fertilizers. In North Dakota the coun- 
ties were authorized to issue bonds to procure seed-grain for 
needy farmers. In Washington elaborate schemes of irriga- 
tion and taxation for irrigation purposes were adopted. A 
move in this direction was made in the Dakotas also. The 
stringent laws to prevent deception in the sale of dairy prod- 
ucts, which were passed in Ohio, Vermont, and Washington, 
were of course intended primarily to protect the interests of 
dairymen rather than to prevent adulterations threatening the 
public health. Ohio organizes a system of farmers’ institutes 
with lectures, and Kentucky also provides for lectures to 
farmers at State expense. 

In forestry legislation the greatest progress was made in 
New York, where the State forest commission was authorized 
to purchase lands for the Adirondack park. Important meas- 
ures for the creation of this park are pending in the current 
session of the legislature. 

Mines on New York State lands may hereafter be worked 
by the discoverer on payment of a two per cent. royalty. 
The commissioners of the Land Office may grant permission to 
erect buildings for working such mines on State lands. 

The limits of a single article will not admit of a more ex- 
tended survey of the legislative achievements of the year, but 
this sketch may serve to convey some idea of the nature and 
extent of the problems with which our law-makers feel called 
upon to deal. It is no part of the writer’s present purpose to 
discuss the general character of the work which American 
legislatures are doing from year to year; but, if he may be 
permitted to venture a conclusion based upon data which it is 
quite impossible to present now, he is willing to affirm that, on 
the whole, among the representative States of the Union the 
amount of positively vicious legislation is exceedingly small, 
that of useless and foolish legislation is becoming annually 
smaller, and the chances of really useful and beneficent meas- 
ures becoming laws are relatively small or great in proportion 
to the disinterested zeal of the more intelligent and progressive 


of the citizens. 
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